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THE 


MUTUALS 


ARE GENERAL 


FIRE 


INSURANCE CARRIERS 


The original purpose of Mutual Fire 
Insurance was to provide the great- 
est possible protection at the lowest 
possible cost. Mutual Fire Preven- 
tion Engineering has been largely 
responsible for the accomplishment 
of that purpose. 
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Mill Owners Mutual Fire Insurance Co.......... Des Moines. lowa 
Millers Mutual Fire Insurance Company.......... Harrisburg. Pa. 
Millers Mutual Fire Insurance Company....... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co........ Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association.......... Alton, Illinois 


Grain Dealers National Mutual Fire Ins. Co... ...Indianapolis, Ind. 


Western Millers Mutual Fire Ins. Co............ Kansas City, Mo. 


National Retailers Mutual Insurance Company....... Chicago, Hl. 


Michigan Millers Mutual Fire Insurance Co........Lansing. Mich. 


MUTUAL 
FIRE PREVENTION BUREAL 
230 E. Ohio St., Chicago, Il. 


A service organization main- 


tained by the Mill Mutuals. 
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WRITE TO THE COMPANIES THAT 
DO THINGS RIGHT 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 


OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 


OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 


OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


Offices From the Atlantic to the Pacific 


Gale & Stone, Boston Justin Peters, Philadelphia 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 

James S. Kemper, Mer. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Mutual Agency, 

Indianapolis, Memphis, Dallas, Kansas City. 

The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. 
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\ UTUAL Casualty Insurance has many impressive tion at the lowest possible cost... to benefit the 
advantages in its favor: sound financing ...care- policyholders first, last, and always! 
ful investment policies . . . conservative management Mutual Casualty Insurance Companies select their 
. accident-prevention activities. risks with extreme care. Every constructive effort is 
made to prevent accidents and loss. Management is 
But when you come right down to fundamentals, it conservative, and acquisition costs are kept low. All 
is the basic principle of Mutual Insurance that means _ of these measures create profits ... and since the com- 
the most to potential insurance buyers. That basic pany has no stockholders, all profits are returned to 
principle is to provide the greatest possible protec- policyholders in annual savings 





21 YEARS OF SAVINGS 


The Hardware Mutual Casualty Company has been safely 1914 it has returned $8,565,.126.91 in dividends, 22c out 
saving money for its policyholders for 21 years. Since of every dollar of premium paid. 


Hardware Mutual Casualty Company 


Home Office: Stevens Point. Wisconsin 











Appleton, Wis. Buffalo, N.Y. Detroit, Mich. Indianapolis, Ind. Milwaukee, Wis. Omaha, Neb. St. Paul, Minn. 
Atlanta, Ga. Chicago, Ill. Duluth, Minn. Los Angeles, Calif. Minneapolis, Minn. Portland, Oregon San Francisco, Calif. 
Boston, Mass. Dallas, Texas Fond du Lac, Wis. Madison, Wis. Newark, N. J. Rochester, N. Y. Toronto, Canada 
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Wise brokers choose 


ATLANTIC 


Small wonder that a rapidly increasing number of / 
brokers who are practical as well as conscientious 
are turning to the Atlantic for marine insurance. 


OF 


AMERICAN INSURANCE 


A MONTHLY MAGAZINE 


Atlantic is the largest mutual marine and transpor- 
tation insurance company in the world writing 
OCEAN, INLAND, YACHT and TRANSPORTATION ce ; - 
iene. t te OR senda oh. Containing News and Timely Articles on _ |i} 
Topics of Live Interest to the Insurance 


World Everywhere 


Atlantic is strong financially. Its present surplus is 
more than $9,000,000. 

Atlantic writes a profit-sharing, but non-assessable 
policy at standard market rates. Present cash divi- 
dend is 15%. 

Atlantic’s reputation for prompt and equitable loss 
settlement is second to none. 





SUBSCRIPTIONS 82.50 PER YEAR 


Atlantic pays commission to brokers on the same 
basis as other reliable companies. 





Consult our Brokerage Department 
for full information. 


Published by 
THE AMERICAN MUTUAL ALLIANCE 


Atlantic Mutual Insurance Co. 
175 W. Jackson Blvd., Chicago, Ill. 

Home Office: 49 Wall St. (Atlantic Bldg.) New York 

Baltimore - Boston - Cleveland - _ Philadelphia 230 North Michigan Avenue, Chicago, IIl. 
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THIS MONTH 


gee R. DuBOIS, a New York broker, 
told the big buyers of insurance a few 
things about inland marine and insur- 
ance generally that had stock company 
executives present squirming in their 
chairs. In common with a number of 
other trade journals, we print his talk 
at the first opportunity. It is hardly 
necessary to mention that in many par- 
ticulars we disagree with Mr. DuBois ® 
Henry Harriman, President of the 
United States Chamber of Commerce, 
made an excellent talk on the financial 
functions of life insurance on the ocas- 
sion of the celebration of the centenary 
of the New England Mutual Life Insur- 
ance Company which we thought would 
be interesting to our readers, so it will 
be found on page 13 ® Marine fire 
prevention, gets close attention from 
Mr. S. D. McComb, and he outlines 
some of the basic requirements for 
safety at sea ® A new decision on the 
non-assessable policy which reviews the 
authorities and arguments on both 
sides, rendered by the Dauphin County 
Court of Pennsylvania, is important 
enough to warrant printing in full. 
Percy Garnett of the Board of Fire 
Underwriters of the Pacific deserves 
our thanks for furnishing material for 
our current Bunk of the Month. We 
don't expect Percy to thank us after 


reading the article, however © Other ° 


articles on Infringement of Insurance 
Company Names, the Adjustment of 
Use and Occupancy Losses, and an 
acount of the progress of the new 
Illinois Code, plus the ever-present 
Notes," complete this issue. 


NEXT MONTH 


AN article on Occupational Disease 
Legislation will appear next month 
if the frenzied author can ever catch 
up with the new bills being introduced. 
More definite is a review of the meet- 
ing of the Insurance Round Table of the 
United States Chamber of Comerce. 
Feature of the May issue will be an 
article by Curtis Billings proving that 
alcohol and gasoline cannot be mixed 
with safety, even when the alcohol is 
of high quality and small quantity. 
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OWEN B. HUNT 


Commissioner of Insurance 


State of Pennsylvania 


A KEEN sense of the social responsibilities of insurance, wide experience as a 
lawyer and an insurance executive and a distinguished reputation as a scholar 
are all combined by Mr. Hunt, who has recently taken over the supervision of 


insurance in the Keystone State. 
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R. 6452 in the House of Representatives, 74th 
H Congress, First Session, otherwise known as 
@ the Hobbs Bill, making it unlawful to use the 
mails for the solicitation of insurance business in states 
in which the soliciting organization is not licensed, took 
it on the chin for the count of nine when the subcom- 
mittee on Post Office and Post Roads ordered it tabled. 
The enthusiasm for the measure on the part of influential 
Federal officials and legislators faded when the iniquities 
of the bill and the objectives of the real influence behind 
it were uncovered. A little shift of the scenery disclosed 
that the measure was an agents’ bill, pushed 
by the National Association of Insurance 
Agents because if it passed it would, in some 
states at least, curtail the operations of legit- 
imate insurance organizations who do not 
produce their business through agents com- 
pensated on a commission basis. 

The legitimate interests of the insurance 
commissioners and the state in stamping out the irre- 
sponsible insurance organizations and the fly-by-nights 
was used as the battle cry to cover up the real selfish 
purpose behind those most concerned in whether or not 
the bill passed. 


HEN the verbal firing got too hot, the proponents 

readily admitted that the bill was imperfectly 
drawn; that if it passed it would operate to unjustly 
cripple legitimate companies rendering a real service to 
the insuring public and, therefore, that it should be 
amended. Strange as it may seem, not a proponent of 
the measure stepped forward with an amendment but 
they left that particular task to the committee. This was 
all the more surprising in that those crying loudest for 
the passage of the bill were presumed to have given 
long study and careful consideration to the alleged evils 
of unauthorized insurance. 

The bill was weak in that it failed to recognize that 
there is nothing fundamentally unsound or iniquitous in 
doing business in some other way than through a local 
agent “on commission”; that there are quite a number 
of sound, substantial insurance companies duly author- 
ized and under the supervision of the insurance depart- 
ments of the states in which they are chartered which 
operate through the mails, with the utmost satisfaction 
to their policyholders and with an outstanding record 
for prompt and fair claims settlements; and that the 
laws of a good many of the states would not permit of 


@ THE HOBBS BILL 


such companies being licensed because of arbitrary, un- 
reasonable statutory requirements of one kind or another. 

One of the potent arguments against the bill was that 
which demonstrated that its passage would, in effect, in 
so far as insurance was concerned, give to the state the 
power to say who shall use the United States mails. All 
that a state would have to do would be to pass a law 
imposing an unfair and burdensome requirement aimed 
at a particular type of legitimate insurance company 
and its purpose would be accomplished. As we all know, 
there are times when legislation of this type does get 
through because a particular minority group is, for the 
moment, in the saddle. 

That there is a real evil in the operation of irrespon- 
sible and fly-by-night institutions through the mails, 
cannot be denied and everyone interested in sound insur- 
ance practices is sincere in wanting to see such organiza- 
tions driven from the business: however, not all are 
willing to see legitimate enterprise ruthlessly cut down 
in the process. 

Some of those without an axe to grind who are sincere 
in their advocacy of the Hobbs bill failed to recognize 
that authorized insurance of itself is not a guarantee 
that the policyholder will not lose through insolvency 
caused by inefficient management or downright mis- 
management. There is no doubt that there has been 
greater loss to the insuring public of this country through 
the failure of authorized insurance companies than 
through the hit and miss operations of the fly-by-night 
institutions. 


— was said to the committee about the endorse- 
ment of the bill by various of the insurance com- 
missioners. There is no denying that the commissioners 
have a real interest in finding a means of stamping out 
the fly-by-night and irre- 
sponsible type of insurance 
organization. Neither is there 
any question that those of 
the commissioners who tele- 
graphed their support of the 
bill were acting from the 
highest motives. Failure to 
recognize the injustice which would be done to others by 
the passage of the bill had the effect of outweighing the 
obvious force of an endorsement from so important an 
official as the State Insurance Commissioner. 


The unauthorized insurance question has been agitated 
almost yearly in and out of the National Convention of 
Insurance Commissioners ever since 1891, and the fact 
that it is now as much in the public eye as ever indicates 
that there has been something radically wrong in the 
approach to the solution of the problem. 

If Federal legislation is necessary, its enactment can 
only be secured by the withdrawal from the picture of 
those having a narrow and selfish interest to serve and 
the substitution of those sincerely interested in working 
out a program designed to clean up bad conditions with- 
out the use of a cure more poisonous than the disease. 

First, the question, instead of being divided into au- 
thorized and unauthorized insurance, must be segregated 
into unreliable and unsafe insurance on the one hand 
and legitimate insurance enterprise on the other. 

Second, all interests must get together in an effort 
to amend the laws of the states which are unreasonable 
and which make it impossible for legitimate insurance 
enterprises of the type mentioned to secure licenses with- 
out being under the necessity of changing their entire 
plan of operation for one more expensive, and without 
compensating advantages to the insuring public. 

Third, companies doing an unauthorized business in 











6 


states with reasonable qualification 
laws should immediately take the 
necessary steps to become licensed. 

Fourth, Federal legislation, until 
such time as the foregoing has been 
accomplished, should be limited to 
the withdrawal of the privilege of 
using the mails of the United States 
in the solicitation of business to those 
institutions which are not under the 
supervision of some one of the insur- 
ance departments. In other words, 
the bill should be made to apply only 
to organizations which do no business 
in the state in which chartered nor in 
the state in which their principal 
office is maintained, by which means 
supervision is escaped altogether. 

Little, if any, support can be ex- 
pected from the agents to such a 
program because it takes no account 
of their real objective. If the Na- 
tional Convention of Insurance Com- 
missioners will take the initiative in 
really trying to work out a program 
designed to eliminate only the un- 
reliable, unsound and_ irresponsible 
organizations, it will have the kind of 
support which will really mean some- 
thing when the necessary legislation 
is under consideration. 


Insurance Buyer Hits 
Stock Propaganda 


MR, J. ALBERT ROBINSON, OF MC- 
KESSON AND ROBBINS, VICE PRESIDEN1 
in charge of the Insurance division 
of the American Management Asso 
ciation, effectively rebuked those who 
spread propaganda against the mutual 
insurance carriers in an address de- 
livered before the American Manage- 
ment Association at Atlantic City. On 
the subject of competition and prop- 


aganda Mr. Robinson said: ‘Too 
many of our political and econoni 
doctors, leaders, and would-be 
le- _ - -| 1 » 

leaders, have embarked on a whole- 


sale spree of generalized accusations 
and counter accusations. The insur 
ance business has not been free from 
the same situation. It all reminds 
us of nothing so much as a group of 
children out of sorts and taking it 
out on one another by calling names 
and making faces \fter all, how 
truly socialistic, in the worst accepted 
sense of the word, is mutual and 
reciprocal fire and casualty insurance ? 
\s a matter of fact, what is the basic 
principle of a stock insurance com- 
pany? Isn’t capitalism itself, in its 
hest aspect, a mutual enterprise ?” 
“It is strangely significant that one 
hears mutual life insurance 
companies or mutual savings banks 
assailed. All of these mutual com- 
panies employ people, pay wages and 
invest funds. Do they not make their 


never 


own contributions to our capitalistic 
system, aid and encourage it? 
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NOTES ABOUT 
the 


INSURANCE WORLD 
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Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 


Honor Yetka and Brown 
At Banquet 


THE INSURANCE MEN OF MINNE- 
SOTA GAVE A COMPLIMENTARY BAN- 
quet for Frank Yetka, the new insur- 
commissioner, and Garfield 
Brown, the retiring commissioner, at 
St. Paul on April 9th. Practically all 
of the insurance notables in Minne- 
sota were present, including four for- 
mer insurance commissioners of the 
state. Many tributes were paid to 
Garfield Brown for his six and one- 
half years of service, in which he dis- 
tinguished himself not only by his 
administration of the insurance de- 
partment but by the part he took in 
the National Convention of Insurance 
(Commissioners. 


ance 


Commissioner Yetka made his first 
appearance before an insurance au- 
dience and was well received. 


Reed Appointed Kentucky 
Commissioner 


MC KAY REED, OF THE FIRM OF 
REED & REED, GENERAL AGENTS FOR 
the John Hancock Mutual Life In- 
surance Company at Louisville, was 
named Insurance Commissioner of 
Kentucky by Governor Ruby Laffoon 
on April 3rd. This action was taken 
in connection with the Reorganiza- 
tion Act passed by the last legislature, 
giving jurisdiction over the insurance 
department to the Governor instead 
of the State Auditor. 

Mr. Reed, prior to forming a gen- 
eral agency some years ago with his 
brother, Stanley Reed, was connected 
with the former Inter-Southern Life 
Insurance Company. He was born 
in Pennsylvania but reared in Louis- 
ville. He has been active in the 
Democratic party. Mr. Reed is forty- 
one years of age, married and has two 
children. 
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Carpenter New California 
Commissioner 


SAMUEL L. CARPENTER, JR., OF LOS 
ANGELES HAS BEEN APPOINTED INSUR- 
ance commissioner of California to 
succeed E. Forrest Mitchell. The ap- 
pointment was confirmed by the Sen- 
ate and he took office April 6th. 


Mr. Carpenter started in the insur- 
ance business as an office boy for the 
lidelity and Deposit in San Francisco 
in 1911. He later moved to Los 
Angeles, where he established himself 
as an insurance broker, and in 1914 
he was made manager of the insur- 
ance department of the Thomas Bb. 
Campbell Company. In 1916 he re- 
turned to the company side of the 
business, opening the Southern Cal- 
ifornia office of the London Guaran- 
tee and Accident. In 1920 he made 
another change, joining the Rule and 
Sons Agency as manager of its cas- 


ualty department, later becoming 
vice-president and sales manager. 


When Cosgrove & Company pur- 
chased the Rule Agency, he was made 
vice-president of that firm. 


Blackall Connecticut 
Commissioner 


JOHN C. BLACKALL, PRACTICING AT- 
TORNEY OF HARTFORD, WILL SUCCEED 
Colonel Howard P. Dunham as In- 
surance Commissioner of Connecti- 
cut on July Ist. Mr. Blackall was 
nominated by Governor Wilbur C. 
Cross on April 2nd and his appoint- 
ment was confirmed by the Senate on 


April 3rd. 


Mr. Blackall was secretary to Sen- 
ator Augustine Lonergan of Con- 
necticut when the latter was in Con- 
gress during Wilson’s administration. 
The opposition to his appointment by 
Republicans and numerous insurance 
interests, who were supporting Col- 
onel Dunham, was forestalled by the 
Senate’s prompt action. 


Confirm Appointment of 
Murphy in lowa 


THE IOWA SENATE HAS CONFIRMED 
THE APPOINTMENT OF RAY MURPHY 
of Ida Grove as Insurance Commis- 
sioner of Iowa for a four year term 
beginning July Ist. He succeeds E. 
W. Clark. Mr. Murphy is now Chair- 
man of the Iowa State Board of 
Assessment Review. He is an attor- 


ney and has long been prominent in 
American Legion activities. 
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McLoughlin Appointed 
Deputy Supt. in New York 


EDWARD MC LOUGHLIN, WHO HAS 
BEEN SPECIAL DEPUTY IN CHARGE OF 
the New York Title and Mortgage 
Company since it was taken over for 
rehabilitation by the Department, has 
been appointed Deputy Superintend- 
ent of Insurance. 


Mr. McLoughlin’s appointment 
comes in recognition of extensive 
service in the Department. He came 
to the Department in 1930 as secre- 
tary to Superintendent Albert Con- 
way. A year later he was appointed 
as attorney to the Superintendent in 
liquidation proceedings, and, for a 
time, attorney to the Superintendent 
of Insurance as rehabilitator of the 
National Surety Company. 

D. William Leider, Special Deputy 
Superintendent of Insurance’ in 
charge of the Lawyers Title and 
Guaranty Company, has been ap- 
pointed to take over Mr. McLough- 
lin’s work at the New York ‘Title and 
Mortgage Company. 


Reorganize Rhode Island 


Insurance Department 


AS PART OF A GENERAL REORGANIZA- 
TION OF ADMINISTRATIVE DEPART- 
ments in Rhode Island, the insurance 
department becomes part of the 
Division of Banking and Insurance 
of the Department of Taxation and 
Regulation. Thomas A. Kennelly has 
been appointed director of the De- 
partment of Taxation and Regulation 
and M. Joseph Cummings has been 
appointed Chief of the Division of 
Banking and Insurance. [former In- 
surance Commissioner Oscar  L. 
Heltzen has been appointed Deputy 
Chief of the Division of Insurance. 
This change became effective March 
4, 1935. 
e@ ¢ @ 


S. W. Philpott Secretary of 
Oklahoma Insurance Board 


GOVERNOR E. W. MARLAND OF OKLA- 
HOMA HAS APPOINTED SHARPE W. 
Philpott as Secretary of the State In- 
surance Board. The other two mem- 
bers of the Board are State Insurance 
Commissioner Jess Read and Fire 
Marshal W. C. Theimer. 

On taking office Mr. Philpott an- 
nounced his intention of doing every- 
thing within his power to protect 
sound solvent companies and destroy 
the insurance racket. 
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Management Group Considers 
Problems of Insurance 


PAUL L. HAID, PRESIDENT OF THE 
INSURANCE EXECUTIVES’ ASSOCIATION 
was the featured speaker at the In- 
surance Conference of the American 
Management Association, held in At- 
lantic City on April 10th. Mr. Haid 
gave the insurance buyers the pledge 
of the stock fire insurance companies 
that they would cooperate in any sug- 
gestion which would lead to lower in- 
surance costs. 

Declaring that ‘one day of action 
is worth a month of conversation” he 
said: 


“There is nothing | would welcome 
more than to have you set some major 
problem before us so that we could 
endeavor to show you what can be 
done.” 


In the absence of S. Bruce Black, 
l’resident of the Liberty Mutual Insur- 
ance Company, his address on Loss 
Prevention was read by Clark Wood- 
ward, Secretary of the Company. Mr. 
Black called attention to what could 
be accomplished by cooperation 
between buyer and seller as exempli- 
fied in the savings his company had 
effected through accident prevention 
work. He predicted that insurance 
companies which regard themselves 
solely as financial institutions operat- 
ing in the hope that rates would be 
adequate for losses would not exist 
very long. Mr. Black pointed out 
that it is equally important for the in- 
surance buyer to believe in the value 
of loss prevention and in cooperation 
with the companies. 


Complete Stock Committee 
on Mutual Competition 


COMPANY OFFICIALS SELECTED BY 
THE INSURANCE EXECUTIVES’ ASSO- 
ciation to confer with representatives 
of the National Association of Insur 
ance Agents upon matters of common 
concern, of which the most important 
is mutual competition, are: D. M. 
Culver, President of the Continental ; 
O. E. Lane, President of the Fire 
Association; D. C. Long, Jr., Vice 
President of the Phoenix of Hart- 
ford; W. Ross McCain, President of 
the Aetna Fire; and C. I. Shallcross, 
Manager of the North British and 
Mercantile. The agents on this com- 
mittee consist of FE. J. Cole, President 
of the National Association; A. H. 
Bair, Chairman of the I[£xecutive 
Committee; Alan I. Wolff, Chicago ; 
Albert Dodge, Buffalo; and W. O. 
Wilson, Richmond. 
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Fire Protection Association 


Meets in Atlanta in May 


THE THIRTY-NINTH MEETING OF 
THE NATIONAL FIRE PROTECTION 
Association will be held at the At- 
lanta-Biltmore Hotel in Atlanta, 
Georgia, on May 13th, 14th, 15th and 
16th. 

As is always the case, an important 
feature of the annual meeting will be 
reports by the various permanent 
committees of the Association on the 
hazards of fire and the need of com- 
bating it. Among the various ad- 
dresses will be “Fire Prevention in 
the Gas Industry” by R. B. Harper 
of Chicago; “Air Conditioning Sys- 
tems” by E. W. Fowler of the Na- 
tional Board of Fire Underwriters ; 
“Use of Water to Extinguish Oil 
Fire” by A. L. Brown of the Factory 
Mutual Laboratories and an address 
by Walter Parker of New Orleans 
on “Fire Hazards in the Cotton In- 
dustry.” 

Officers for the coming year will be 
elected at this meeting. The nom- 
inating committee has recommended 
that the entire executive staff be re- 
elected. This means that Mr. 
Harold L. Miner of Wilmington will 
probably continue as president for 
another year. 

ee @ 


Providence Wins Fire 
Waste Contest 


THE CITY OF PROVIDENCE, R. I., WON 
THE GRAND AWARD IN THE 1934 Na- 
tional Fire Waste Contest. The six 
winners, in different population 
classes, will receive plaques at the 
annual meeting of the United States 
Chamber of Commerce on April 29. 
The winning cities are: Cities more 
than 500,000 population, Philadel- 
phia ; 250,000 to 500,000, Providence : 
100,000 to 250,000 San Antonio; 
50,000 to 100,000 Lakewood, Ohio; 
20,000 to 50,000 Owensboro, Ky.; 
under 20,000 Geneva, New York. 

These winning cities made the best 
records in checking their fire waste 
and in promoting constructive fire 
prevention activities among all the 
366 cities participating in the contest, 
which was sponsored by the Chamber 
of Commerce of the United States 
and the National Fire Waste Council 
jointly. 
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Mutual Premiums Rise 
Sharply in California 


MUTUAL FIRE INSURANCE COM- 
PANIES HAD A PREMIUM VOLUME OF 
$1,541,608 in California in 1934 as 
compared with $1,044,612 in the pre- 
vious year. Premiums written by 
the mutuals represent an increase of 
48% over their 1933 business. 

The largest individual volume is 
reported by the Northwestern Mu- 
tual, with $469,097 in premiums. The 
second largest is that of the Minne- 
sota Implement with a volume of 
$189,149 and the third is the Hard- 
ware Dealers Mutual with a premium 
volume of $161,837. 


Agents Study Reporting Form 
for Single Location 


ARCHIBALD J. SMITH OF ZWEIG 
SMITH & COMPANY, NEW YORK CITY, 
made a report before the winter meet- 
ing of the National Association of 
Insurance Agents on the pro rata ad- 
justment clause covering fluctuating 
values at a single location. This plan 
allows pro rata reduction on stocks 
at a single location up to 50% of the 
amount of the policy. The purpose 
of this clause is to make it possible 
to adjust the insurance on stock as the 
amount of stock at the location fluc- 
tuates without penalizing the insured 
by short rate cancellation. The Syra- 
cuse division of the New York rat- 
ing organization and the Middle De- 
partment have already put this clause 
into effect. It has been endorsed by 
the Eastern Underwriters Association 
and has been approved by the Gov- 
erning Committee of the Western 
Underwriters Association. A great 
deal of opposition to it was expressed 
at the agents’ meeting by some who 
predicted that it would result in a 
general breakdown of the short rate 
cancellation rule. 


Fire Loss Continues Low 


FIRE LOSSES IN MARCH WERE $24,- 
942,703, ACCORDING TO FIGURES GIVEN 
out by the National Board of Il‘ire 
Underwriters. This is a decrease of 
$138,920, or .55 per cent from the 
February fire losses of this year. .\s 
compared with the losses of March 
1934, those of March this year 
showed a drop of $6,369,666, or 20.34 
per cent. The total loss for the first 
three months of 1935 is $73,454,832 
as compared with $90,758,426 for the 
same period of 1934, and $107,530,- 
294 for the same period of 1933. 


Harding to Preside at Chamber 


of Commerce Meeting 


JOHN C. HARDING OF CHICAGO, 
WESTERN MANAGER OF THE SPRING- 
field Fire and Marine and with Justin 
Peters of the Pennsylvania Lumber- 
mens one of the Insurance Directors 
of the United States Chamber of 
Commerce, will preside over the 
meeting of the Insurance Division on 
April 30th. T. Ff. Cunneen, Manager 
of the Insurance Department of the 
United States Chamber of Commerce, 
will act as Secretary. 


Two speakers will address those at 
the meeting. The first is Colonel C. 
B. Robbins of Chicago, General Man- 
ager of the American Life Conven- 
tion, who will speak on “The Policy- 
holders Stake in American Business 
Stability.” The other speaker will 
be Henry H. Heimann of New York 
City, Executive Manager of the Na- 
tional Association of Credit Men, 
who will address the group on “Fire 
and Casualty Insurance from the 
Business Man’s Standpoint.” 


Stock Companies Reject 
Dust Claims 


THE STOCK COMPANIES WRITING 
WINDSTORM INSURANCE ON AUTO- 
mobiles have evidently decided that 
they will resist all claims for damage 
to automobile engines resulting from 
the dust storms which have lately 
been sweeping the West. The argu- 
ment of the claims men is that the 
damage to the interior of the engine 
is not due directly to windstorm but 
constitutes consequential damage re- 
sulting from the operation of the 
motor. If the motorist had ceased 
driving his car when the storm 
reached him, had waited until it sub- 
sided and then had his crank case 
cleaned there would have been no 
damage. The dust storms in most 
cases were not accompanied by high 
winds. 

e® @ @ 


Mutual Premiums Higher 
in 1934 


MUTUAL FIRE INSURANCE COM- 
PANIES REPORTING TO THE NEW YORK 
Insurance Department had an in- 
crease in premium volume of 11% in 
1934, with total net fire premiums on 
a countrywide basis of $69,363,195. 
The companies licensed in New York 
are a representative list of the gen- 
eral writing mutuals and their ex- 
perience is a good indication of the 
trend of the mutual business. 
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Steamship fires have been numerous and costly during the past few years. 


MARINE FIRE PREVENTION 


HERE was probably no other 

catastrophe in 1934 which re- 

ceived the widespread publicity 
given to the burning of the steamer 
“Morro Castle” off Asbury Park last 
September. It filled the front pages 
of the newspapers all over the world 
and most harrowing details were 
broadcast by radio and shown as a 
special attraction in all the moving 
picture theatres. An aroused public 
sentiment demanded greater safety 
on American passenger ships. It is 
one thing to start a ballyhoo in the 
midst of great excitement and quite 
another thing to sit down calmly and 
ascertain how fires occur and what 
can be provided for their prevention, 
or if one does occur, for its prompt 
extinguishment. How can the great- 
est safety for the passengers be as- 
sured? Probably the most important 
single thing that can be done is for 
the Senate to ratify the Safety of 
Life at Sea Convention. This has 
been adopted by every civilized mari- 
time country in the world with the 
single exception of the United States. 
The Convention has been before the 
Foreign Relations Committee of the 
Senate for the past five years but has 
never been acted on. It would be a 


splendid thing if the public sentiment 
fanned to such heat by the lurid front 
page articles, broadcasts and news- 
reels, could be translated into a per- 
manent benefit by our citizens’ put- 


By S. D. McCOMB 


MANAGER, MARINE OFFICE OF AMERICA 
An address given before the National Fire Waste 
Council on March 29th. 














ting such pressure on the Foreign 
Relations Committee as would cause 
them to report out and secure the 
passage of this Safety of Life at Sea 
Convention. 


About fifteen years ago the Na- 
tional Fire Protection Association au- 
thorized the appointment of-a Marine 
Committee which last year was made 
a Marine Section of the Association. 
Its first reports were quite simple, 
amplifying the requirements of the 
Steamboat Inspection Service. How- 
ever, there were some outstanding 
types of fires that required study by 
special committees; the results of 
these studies have been put into regu- 
lations. I am glad to be able to say the 
adoption of these has materially re- 
duced the hazard of fire on shipboard. 
The regulations for gas freeing of oil 
tanks before repairs are commenced 
have been adopted not only in this 
country, but quite generally abroad. 
Explosions on tankers undergoing re- 
pairs, some times with loss of life, 
has been practically eliminated. A 
study of the proper stowage of haz- 
ardous commodities was made. The 


regulations developed by this study 
are the basis of the new Interstate 
Commerce Commission’s regulations 
which went into effect February Ist 
this year. Regulations of this kind 
which require much research and 
study do not have any general or pop- 
ular interest. However, what is being 
done this year in respect to the ocean 
going passenger steamers probably 
does have a real popular appeal. ur- 
ing the past winter this subject has 
received particular attention and there 
are several committee reports on dif- 
ferent phases which are now about in 
shape for transmission to the National 
Fire Protection Association for ten- 
tative adoption, but all of them are 
subject to revisiort depending on what 
action Congress takes on the various 
Marine bills now before it. 

In this connection, it is a pleasure 
to be able to say that the Department 
of Commerce, both through the Bu- 
reau of Navigation and Steamboat 
Inspection and the Shipping Board 
Bureau have been represented on all 
the committees and the Navy Depart- 
ment on several of them. The N. F. 
P. A. has received splendid coopera- 
tion from the Government in prepar- 
ing recommendations for greater 
safety from fire on our passenger 
steamers. 

eee 

T must be assumed that new pas- 

senger steamers will continue to 














Fireboats help to keep 


have well appointed public rooms, 
that there will be so-called luxury 
suites and the fittings of the ships 
will be finer than their predecessors. 
ven with the employment of non- 
combustible furniture undoubtedly 
there will be a considerable amount 
of combustible material in these fur- 
nishings and passenger effects, and 
in spite of the greatest care and pre- 
caution, undoubtedly some fires will 
occur in passenger ships. So the 
general plan will be to provide for 
fire resisting material throughout the 
entire passenger accommodations 
with fire alarm and fire extinguishing 
systems to detect and extinguish them 
before they get beyond the incipient 
stage, and also for constant patrols 
and for inspections of all the fire ap- 
paratus. 

The basis for the recommendations 
regarding construction will be the In- 
ternational Safety of Life at Sea Con- 
vention, which provides for water 
tight subdivision against sinking, and 
a system of fire resisting bulkheads 


JourNAL OF AMERICAN INSURANCE 





matine fires in check. 


against the spread of fire. Ships will 
be so constructed that below the bulk- 
head deck each subdivision or com- 
partment is completely watertight and 
can be completely shut off from the 
other compartments, but in each com- 
partment there must be access from 
the lowest deck up to the highest deck 
so that no person can be trapped in 
any compartment in the event of all 
the watertight doors being closed. It 
is suggested in the proposed regula- 
tions to continue these subdivision 
watertight bulkheads from the bulk- 
head deck through to the uppermost 
deck and that they be constructed as 
what is termed Class Al bulkheads, 
that is, bulkheads capable of with- 
standing 1500 degrees F for sixty 
minutes, and in each one of these sub- 
divisions there will be an escape stair- 
way completely enclosed in A bulk- 
heads. This should provide that a 
fire starting in any place on the ship 
will be held to the particular compart- 
ment in which it starts for at least 
one hour. It is to be hoped that it 


will be discovered and extinguished 
before that time elapses. These main 
compartments will again be  sub- 
divided with additional bulkheads 
around all vertical communications be- 
tween decks—elevators, galleys, lamp, 
paint, stores, mail, baggage and specie 
rooms which bulkheads are termed 
Class A bulkheads capable of with- 
standing 1500 degrees F for thirty 
minutes. All deck house boundaries 
including radio and pilot house to be 
class A bulkheads. The partitions 
for all state rooms within these sub- 
divisions to be constructed of what is 
termed class B bulkheads, which will 
be of fire resisting material capable 
of withstanding 1,000 degrees F for 
thirty minutes. All these partitions 
to go through to the side of the ship 
and to the underside of the deck so 
that if fire originates in any room it 
cannot spread over the top of the 
partitions and reach into adjoining 
rooms. This is one of the most se- 
rious defects in several existing ships 
where the partitions between rooms 
do not go out to the skin of the ship 
and there is a large amount of lum- 
ber, furring pieces and studding be- 
tween the back of the partitions 
forming the room, and the skin of the 
ship, making a space where fire can 
spread rapidly. 

All decks are to be of steel and 
where covering is used, it shall be of 
approved fire resisting material. The 
deck in the radio room to be insulated 
to form a class Al fire resisting divi- 
sion, 

eee 


HIE most active agent in the 

rapid spread of fire is draft. We 
know how fires in passenger accom- 
modations have spread between the 
time they were discovered and the 
functioning of any extinguishing sys- 
tem. Therefore -provisions will be 
made for controlling drafts and shut- 
ting down all mechanical drafts from 
the pilot house or a central control 
room. There will be Al bulkheads 
doors into the Al enclosure around 
the stairways and at a distance not 
more than 10 feet from such doors 
there will be class A draft doors and 
also in all corridors between the Al 
bulkheads there will be an additional 
Class A draft door. These draft doors 
will not have any fastening device 
when closed. Those in the corridors 
will have double swing hinges. Those 
in the stairway enclosures hinge open 
in the direction of escape and if con- 
ditions permit will also be double 
swing doors. This should effectively 
prevent the spread of fire along the 
corridors and up stairways. 


(Continued on Page 27) 
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Infringement of Insurance Company Names 


By HERBERT L. DAVIS 


MEMBER OF THE BOARD OF EQUALIZATION AND REVIEW, 


DISTRICT OF COLUMBIA; 


AUTHOR OF THE TREATISE, 


“LEGAL ACCOUNTING AND COURT AUDITING;’’ FOR 
MERLY SUPERINTENDENT OF INSURANCE, D. C. 


T is confidently expected that the 
I expression of public opinion will 
demand, in the not distant future, 
that priority in the adoption and use 
of names of insurance companies be 
adequately protected by Federal law. 
The wilful appropriation of the 
names of reputable insurance com- 
panies by parties wholly irresponsible 
and inexperienced in the science of 
insurance is working a tremendous 
loss to purchasers of insurance, who 
have been misled in the past and are 
heing imposed upon now, in the erro- 
neous belief that they are dealing 
with the bona fide company justly en- 
titled to the exclusive use of the name 
which has been copied or deceptively 
simulated by spurious concerns. 

Only the good things of life are 
counterfeited, thus the reputable com- 
panies suffer the loss of business ob- 
tained by unfair, fraudulent means. 
Furthermore, upon insolvency pro- 
ceedings, incident to winding up the 
affairs of the iniquitous concerns, the 
company, whose name has been estab- 
lished for stability and fair-dealing, 
sustains loss of prestige through con- 
fusion of names. No theory is being 
expounded, as these conditions con- 
front insurance supervisory officials 
and examiners so often that there is 
crying need for Federal remedial 
measures, preferably by amendment 
to, or amplification of, the highly effi- 
cient Trade-Mark Acts, so as to allow 
insurance companies to register their 
trade-names in the United States 
patent office. Thereby, the [Federal 
courts would be open to the lawful 
proprietor of a trade-name, such as 
indicated, to assert its property rights 
in the Federal courts. Penalties cov- 
ering infringement of such names 
should be provided—penalties such as 
would deter the unscrupulous from 
attempting to divert insurance busi- 
ness by copying or imitating an es- 
tablished company name. 

Nearly seventy years ago, before 
the offenses set forth became so 
prevalent, the Supreme Court of the 
\nited States decided the much-dis- 
cussed case of Paul vs. Virginia (8 
Wall, 168), holding, among other 
things, that “issuing a policy of insur- 
ance is not a transaction of com- 
merce” and that insurance trans- 
actions “do not constitute a part of 
the commerce between the States.” 
The decision just mentioned was the 


beginning of the efforts to induce the 
highest court to liberalize its defini- 
tion of “commerce” and “instrumen- 
tality of commerce.” Had the worthy 
struggle succeeded, it would have 
brought insurance policies under the 
protection of the Trade-Mark Laws, 
aside from accomplishing many other 
desirable results. But stressing the 
importance of securing protection of 
insurance company names, it is hoped 
that the day is near at hand when the 
company entitled to the use of its 
name, to the exclusion of others, may 
be able to set forth the date of adop- 
tion of the Trade-Mark (trade- 
name), and show that it is applied or 
affixed to its policies, in commerce 
among the several states of the 
United States. When and if this is 
accomplished, it naturally follows that 
the law would interdict the use of a 
subsequently adopted mark by any 
other company, even in such near 
resemblance of the registered trade- 
mark or trade-name, as might be cal- 
culated to deceive the purchasers of 
insurance. 

The most unscrupulous means of 
obtaining insurance business is to 
knowingly copy or imitate the trade- 
name of an established company, and 
the principal offenders are companies 
incorporated in jurisdictions foreign 
to the principal place of business or 
home office of the company bearing 
the same or similar name, constitut- 
ing a property right or asset almost 
beyond price, and which the Federal 
courts should recognize and protect. 

eee 

HE foregoing has especial ref- 

erence to inadequately equipped 
insurance companies, seemingly or- 
ganized with fraudulent intent and 
deliberately copying or simulating the 
trade name of an insurance company 
that has built up a reputation for hon- 
esty and integrity covering a long 
period of years. 

Under the provisions of the Trade- 
Mark Act, effective as of April 1, 
1905, the Federal courts are open to 
owners of Trade Marks which have 
been registered since that date and 
infringed in inter-state commerce. 
The said courts, in reaching and pun- 
ishing infringers of such registered 
trade-marks, not merely suppress the 
flagrant infringers, but those more 
refined in trickery in diverting bus- 
iness by unfair means. It is the con- 
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sensus of many talented lawyers and 
others that insurance companies are 
entitled to the protection accorded by 
the subsisting Trade-Mark Acts. Fur- 
thermore, it is felt that our laws are 
on the verge of interpretation by 
our higher courts with the view of 
reflecting more faithfully the just 
solution of problems of the present— 
especially those affecting injuriously 
the interests of reputable, fair deal- 
ing life insurance companies. Upon 
the watchfulness of the people, in 
safeguarding the property rights of 
such companies, depends the founda- 
tions of those institutions. It is 
maintained by many skilled in the law 
that the trade-name of an insurance 
company constitutes the —bed-rock 
upon which the foundation rests. 
Such brilliant, broad-minded jurists 
as the late Justices Brown and 
Holmes of the Supreme Court of the 
United States, fully realized that the 
law is a progressive science, and there 
are others equally learned in the law 
who share the same views. 

At least one of our leading life in- 
surance companies, following the ad- 
vice of the writer, has obtained pro- 
tection of its company name, through 
trade-mark registration in the United 
States patent office, so far as applies 
to publications issued by the com- 
pany. That is an important step in 
the right direction, but, manifestly, 
the Federal registration should cover 
any and all exclusive uses of the com- 
pany name in inter-state commerce 
Admittedly, the company referred to 
was the first to adopt and use the 
trade-name, extensively infringed, as 
the date of adoption of the trade- 
name antedates the opinion rendered 
in the matter of Paul vs. Virginia, 
supra, 

It is self-evident that the public 
policy of one generation may not, un- 
der changed conditions, be the public 
policy of another. Since adverse 
court actions were taken on this all- 
important matter of lawfully protect 
ing bona fide insurance companies’ 
names, the science of radio broad- 
casting has so developed and ex 
panded that it has been authoritatively 
held that emissions from radio sta 
tions, extending beyond the boun- 
daries of a single state, constitute i 
ter-state commerce. The word “ether” 
is frequently used in connection with 
inter-state broadcasting, but any other 
word would be as accurate in its ap- 
plication. Here we have something 
that is imperceptible—incapable of 
being touched—entitled to Tederal 
protection in commerce between the 
states. On the other hand we have an 
insurance policy, bearing the trade 


(Continued on Page 28) 
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Adjusting Use and Occupancy Losses 


By WILLIAM H. RODDA 


MANAGER, SOUTH ATLANTIC ADJUSTMENT CO., INC. 
WASHINGTON, D. C. 


HE adjustment of an ordinary 

fire loss consists of determining 
the value of a definite piece of prop- 
erty. At times the process becomes 
troublesome and complicated, but cost 
prices can be ascertained and de- 
preciation figured on the expected life 
of the article or property. Where 
opinions vary it is always possible to 
get appraisers more or less expert in 
their lines. With a Use and Occu- 
pancy loss, however, it is necessary 
to determine as nearly as possible 
what would have happened had the 
loss not occurred; and the adjuster 
must become somewhat of a fortune 
teller. Past performances of course 
are used as a basis for calculating the 
loss, but conditions are constantly 
changing, and the adjuster must be 
on the alert to see that increases or 
decreases in business are taken into 
account. A knowledge of the prob- 
lems involved will be of help not only 
to the adjuster, but also to the insur- 
ance agent and salesman. The agent 
is frequently called upon by a pros- 
pective customer to explain what 
would happen in case of a loss. 

A good set of accounts is necessary 
in settling a Use and Occupancy loss. 
It is probably true that an assured 
that does not keep accurate records 
would not be interested in this type 
of coverage, but the mutual agent 
should keep in mind the need for 
records and not solicit the coverage 
promiscuously. The basis for an ad- 
justment is the previous year’s busi- 
rom this is determined the an- 
nual expenses, net profits, and the 
proportion of these that apply to the 
portion of the year when business is 
suspended. The net profit is deter- 
mined by deducting the expenses of 
doing business from the gross profit, 
which in turn is the difference be- 
tween the total sales and the cost of 
merchandise. To the net profit are 
added all the expenses that continue 
during a period of suspension, such as 
executives’ salaries, rent, interest, 
taxes, and so on. This represents 
the Use and Occupancy value for the 
year and the proper proportion is 
taken for the period involved. Where 
the business is a seasonal one, it is 
customary to figure the necessary ex- 
penses on an annual basis, since the 
Use and Occupancy expenses and the 
expenses during a seasonal depression 
in business would be nearly identical, 
and the profits are calculated in ac- 


ness. 





cordance with the season at which 
the loss occurred. Where daily, 
weekly, or monthly limits of liability 
are prescribed, these must be applied. 
e®e°e 
HE Use and Occupancy con- 
tracts in use vary to such an ex- 
tent that the adjuster must study 
each one very carefully before making 
any attempt to adjust a loss. There 
are certain conditions that apply to 
most contracts which should be un- 
derstood by adjuster and agent alike. 
For instance, the time the adjusters 
on the property loss take to make 
that adjustment cannot be charged as 
part of the Use and Occupancy claim. 
It is the assured’s duty to resume op- 
erations at the earliest possible 
moment. If he does not have the 
means to do that until the property 
loss is paid, he cannot expect to re- 
cover from the Use and Occupancy 
policy for that time. Where a busi- 
ness is operating at a loss, the whole 
amount of the continuing expenses is 
not paid. Only that proportion is paid 
which would have been earned had 
the business continued in operation. 
For example, it might occur that 
during a period of suspension the ex- 
penses would amount to $10,000, but 
that the earnings would have 
amounted to only $7,500. The amount 
collectible would be $7,500, since the 
policies cover only the actual loss sus- 
tained. Another point that might 
cause controversy would arise where 
stock was covered and the insurance 
company covering the property loss 
elected to take the stock for its sal- 
vage value. If any additional time 
were required to replace the stock due 
to this condition it is not covered by 
the Use and Occupancy policy. In 
manufacturing plants where stock is 
covered, that does not include profits 
on finished goods since they should 
be covered by a profits policy. It 
should be noted that a shrinkage in 
business due to suspension is not cov- 
ered, nor are such things as bad debts, 
collection expense, the results of 
municipal ordinances concerning re- 
building, or the cancellation of leases. 
Unless specifically stated otherwise, 
loss is payable only for a fire at the 
location insured. For instance a fire 
at a remote power plant might cripple 
the assured’s plant, but this is not 
covered unless the assured has taken 
out specific coverage for that pur- 
pose. 


An important duty of an adjuster 
on a Use and Occupancy loss and 
one in which the agent can very often 
render valuable assistance is in get- 
ting the assured back in partial or 
complete operation. It is the assured’s 
duty to start partial operation at the 
same or a temporary location as soon 
as possible. Temporary repairs and 
extra expenses may be included as 
part of the loss if they help to reduce 
the amount payable under the policy. 
These cannot be included if they do 
not reduce the loss. In some cases it 
may be possible to rent out some of 
the assured’s facilities, automobiles 
for instance, in order to secure rev- 
enue and keep the loss at a minimum. 
By understanding the methods prac- 
ticed in adjusting this type of loss the 
agent can make sure that the assured 
knows what his obligations and priv- 
ileges are before the loss occurs. In 
order to have such a loss handled 
properly it is necessary that the ad- 
juster, assured, and agent cooperate 
fully in their efforts to get the assured 
back in business at the earliest pos- 
sible moment. 


How to Buy Insurance 
and Annuities 


A NEW BOOK HAS RECENTLY BEEN 
PUBLISHED BY THE AMERICAN INSTI- 
tute for Economic Research titled 
“Insurance and Annuities From the 
Buyer’s Point of View” which is 
perhaps the most practical handbook 
for the layman ever issued on this 
subject. Without going too deeply 
into the actuarial principles upon 
which life insurance is based, it dis- 
cusses the kinds of coverage available, 
the amount which the ordinary in- 
dividual requires, and the respective 
merits of various companies and va- 
rious contracts. 


The annuity chapter will probably 
be most interesting to the general 
public because of the increasing em- 
phasis being laid upon this type of in- 
vestment. The manner in which an- 
nuities will be affected by inflation 
and when and how this may be 
guarded against are all discussed 
lucidly. It is the opinion of the 
authors that no one should invest all 
of their funds in an immediate an- 
nuity at the present time, although the 
purchase of a deferred annuity will 
probably not be affected by any brief 
inflationary period. 


All in all, we feel that this work 
can be highly recommended to any 
one who wishes to purchase his life 
oo" gee on other than a friendship 

asis. 





sens 5 tones 





AMPs cya ull 


at BPAY Oe an 


oH 


4 


to extend my heartiest congrat- 

ulations to the New England 
Mutual Life Insurance Company up- 
on the occasion of the one hundredth 
anniversary of its incorporation. This 
is indeed a unique record in the an- 
nals of life insurance in the United 
States. Your company is the first to 
reach this goal. 


] WISH to take this opportunity 


The New England Mutual Life 
during its 100 years of existence has 
passed through many trying periods 
and witnessed numerous changes in 
the life insurance field. Organized 
during the period of a general finan- 
cial depression it has survived the 
great Civil War and the depression 
of the 1870’s, when many life insur- 
ance companies passed out of exist- 
ence. Inthe state of New York alone 
forty-six companies discontinued 
business during this period. Your 
company came through the trying 
period in 1905 when the Armstrong 
Committee in New York State in- 
vestigated life insurance companies. 
It has survived the great World War, 
the influenza epidemic of 1918, as 
well as our recent economic depres- 
sion. Through all this period it has 
prospered and grown. 


It has been said quite fittingly that 
“America is achieving a civilization 
of its own.” In witness of this we 
need but consider. the United States 
as a nation itself and its inhabitants, 
representing a fusion of all the races 
of the world, are emerging as a 
people in themselves. 


\s a part of our development cer- 
tain institutions have heen erected by 
us which are distinctive of our spirit 
and national life. For example, we 
have the American skyscraper, now 
syimbolical and significant, but at first 
offensive and amazing. The logic 
that brought it into being has im- 
planted itself deeply upon our social 
and economic life. It has survived 
and, after a generation, is evolving 
into a final form of majesty and art. 

More significant of our spirit and 
genius, however, is the institution of 
American life insurance. In its pres- 
ent magnitude it is our conception 
and creation, having had no pattern 
to follow, and being without a par- 
allel. Primarily a private business in- 
stitution, it has evolved into one of 
the great economic forces of the na- 
tion, and has become a social factor 
of incalculable influence. Moreover, 
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LIFE INSURANCE IN THE BUSINESS STRUCTURE 


An address given April 2nd before the New - —¥ 
Mutual Life Insurance Company at Boston, ass. 


By HENRY |. HARRIMAN 


PRESIDENT, CHAMBER OF COMMERCE OF 
THE UNITED STATES 





it gives every indication of looming 
even larger in our national life. 


NE of the outstanding events 

of the last generation has been 
the growth and development of life 
insurance. In 1910, the amount of 
life insurance at risk was about 
seventeen billion dollars. At the end 
of 1934, it had multiplied nearly six 
times. During 1934, the people of 
the United States purchased approxi- 
mately fourteen billion dollars of new 
life insurance, or more than ten per 
cent over the amount purchased in 
1933. At the beginning of the Nine- 
teenth Century, just thirty-five years 
ago, the amount of life insurance in 
force in the United States was less 
than nine billion dollars. Twenty-five 
years ago the admitted assets of all 
life insurance companies were a little 
in excess of four billion dollars. To- 
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day, they are in excess of twenty-two 
billion dollars. More significant still, 
but 17% of the people held policies 
on their lives thirty years ago. Now, 
the number of policyholders aggre- 
gates sixty-five million, representing 
about one-half of the country’s pop- 
ulation. 


Statistics alone, however, cannot 
record the size of life insurance in 
America. The institution has become 
great, as well as strong. Commen 
surate with its stature, it has grown in 
spirit. Its material accomplishments 
have been crowned with an ideal of 
service that makes it outstanding 
among the great business of the day. 
This development has caused the 
American people to make life insur- 
ance an integral part of their national 
life. Public concern has given way 
to public confidence. 

ee @ 
HILE the primary purpose of 
life insurance is protection, in 
giving such, investment becomes a 
most important factor. The massed 


wealth of insurance represents prin- 
cipally the small savings of many 





Construction of many modern buildings has been made possible by loans 
from life companies. 
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millions of people—generally a non- 
investing class. 

By law, the investment of life in- 
surance funds is limited to securities 
of the most conservative character, 
and the entire sum is used in upbuild 
ing institutions of proven worth. The 
public is well justified in placing con- 
fidence in an institution which so con- 
ducts itself that its achievements 
count not for itself, but for the pub- 
lic themselves. 

Through the instrumentality of life 
insurance homes have been kept to- 
gether, children educated, and pov- 
erty and suffering have been averted. 
fhe extent and scope of the service of 
life insurance in the main is in the 
protection offered policyholders and 
their families against the hazards in- 
cident to death and, in many cases 
to accident and disease. 

This protection is given by approx- 
imately three hundred companies 
which, since 1929, have disbursed to 
policyholders and beneficiaries a 
total of fifteen billion, seven hundred 
million dollars. Of the total, ap- 
proximately ten billion, two hundred 
and fifty million dollars were dis- 
hursed or credited to living policy- 
holders, and the balance of approx 
imately five billion, four hundred and 
fifty million dollars was paid to ben- 
eficiaries of deceased policyholders. 
These disbursements by life insurance 
companies have been of incalculable 
assistance in relieving distress during 
the past five years. If it were not for 
these payments the governmental 
agencies would have found it neces- 
cary to materially increase their dis- 
bursements for relief. 


_ factor of saving involved in 
life insurance likewise is of ines- 
timable value. While it is im- 
possible to express in dollars the vast 
sums which likely would be dissipated 
were life insurance savings unknown, 
and not practiced by so large a part 
of our population, it is quite certain 
that there are billions of dollars saved 
by and for the American people 
through the institution. These sav- 
ings constitute life insurance an in- 
stitution second only to the savings 
banks in the promotion of thrift. 

Life insurance likewise more and 
more is becoming a contributing fac- 
tor in enhancing the credit for busi- 
ness as well as for the individual. 
Commerce and industry have recog- 
nized that by insuring their key men 
they can indemnify themselves for 
business losses which may be incurred 
with the death of these officials and 
experts. 

The credit features of life insur- 
ance to the individual who has no 
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tangible collateral for borrowing, but 
is of such integrity that the lenders 
are willing to loan upon the assign- 
ment of a life policy for protection in 
case of death are of unquestionable 
service. The young man entering 
business or wishing a college educa- 
tion frequently may find some one 
willing to advance the necessary 
funds at the current rate of interest 
with no further assurance of repay- 
ment except the young man’s reli- 
ability. There is, however, the con- 
tingency of death to guard against. 
\ policy of insurance taken out on 
the life of the debtor, for an amount 
sufficient to cover total loans, and 
assigned to the creditor, covers the 
risk, with any difference reverting 
to the beneficiary or estate of the 
debtor in case of death. 


IFE insurance companies fre- 

quently are likened to great 
reservoirs into which flow countless 
small streams of capital—the life in- 
surance savings of millions of policy- 
holders. This capital, assembled in 
such a reservoir, is poured out again 
by way of company investments 
which, as larger streams, help to 
carry on the civic and commercial in- 
terests of our people. 

On December 31, 1934, forty-nine 
life insurance companies whose fig- 
ures were assembled by the Associa- 
tion of Life Insurance Presidents, 
had total admitted assets amounting 
to $20,050,000,000, which was ap- 
proximately 92% of the assets of all 
the life insurance companies in the 
United States. These assets nat- 
urally are put to work for the best 
interests of the country in fields 
where financial support is required. 

Of the total assets of? the forty- 
nine companies referred to, 42.6% 
were invested in bonds and _ stocks, 
27.5% in real estate mortgages, and 
16.5% in policy loans, The real 
estate mortgages held by the forty- 
nine companies amounted to $5,507,- 
000,000. Life insurance companies 
at the present time have as much in- 
vested in railroads, public utilities, 
and other business corporations as in 
total mortgages. Their present cor- 
porate holdings amount to $5,578,- 
600,000. Holdings in government 
securities, including states, counties, 
and cities of the United States, bonds 
of the federal government and those 
of foreign governments aggregated 
$2,958,000,000, an increase of nearly 
$900,000,000 during 1934. This fig- 
ure represents about 14.8% of total 
assets. 

It is gratifying to note that there 
was a decrease in policy loans and 


premium notes during the year of 
$104,000,000. 

This survey of life insurance in- 
vestments shows that where money is 
needed to support the fundamental 
economic needs of American life, life 
insurance funds are available. When 
railroads were expanding, they were 
financed by life insurance capital. 
When the World went to War, Amer- 
ican life insurance increased its loan 
to its government to nearly one bil- 
lion dollars. During the industrial 
expansion following the War, and 
during the housing shortage, the 
assets of life insurance institutions 
flowed into channels contributing to 
the productiveness of the Nation and 
the comfort of the people. 

Agriculture has found insurance 
playing an important part in its sup- 
port. Other investments have been 
equally constructive and _ sound. 
Through its investments life insur- 
ance can truly be said to be one of 
the great economic forces of America. 

Growing out of the fundamental 
purpose of life insurance — namely 
protection — we find group insurance 
which, during the last twenty years, 
has been the subject of rapid develop- 
ment. Its beneficial results in har- 
monizing relations of employer and 
employee have been established and 
are accepted among enlightened em- 
ployers of labor. In the aggregate, 
the face value of group life insurance 
policies now in force amounts to more 
than nine billion dollars. 

Another important by-product of 
life insurance is pensions, or annu- 
ities, as we know them, whether ap- 
plied to the individual or to the group. 
It is estimated there are about three 
hundred group annuity plans issued 
by life insurance companies, covering 
about 300,000 industrial employees. 

ee ®@ 

N view of the important part 

which is played by life insurance 
in our national economic and business 
life it is natural that the Chamber of 
Commerce of the United States 
should be interested in its activities. 
The Chamber’s program for life in- 
surance has been developed through 
the cooperation of the Insurance 
Committee of the Chamber and its In- 
surance Department, This program 
is carried out with a constant en- 
deavor to acquaint the policyholders 
with facts which will enable them to 
protect their own interests. It aims 
to help policyholders to help them- 
selves. Some years ago the Insurance 
Committee of the Chamber inves- 
tigated special insurance taxes, li- 
censes, and fees. Following a report 
filed by the Committee the Chamber 
adopted a policy that special state 

(Continued on Page 24) 
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ECTURERS on marine insur- 
:. ance usually take up a good 

part of the time allotted to 
them by reciting the history of insur- 
ance from its early beginnings and 
tracing its development down to the 
present time. I feel that this is com- 
pletely unnecessary with this au- 
dience, and it is not my intention to 
burden you with too much past his- 
tory. But I feel that it is worth while 
to discuss some features of the de- 
velopments of the last thirty years, 
for although I risk taking your time 
discussing matters well known to you 
all, nevertheless it is possible that 
most of you have not put the picture 
together in just the way that I pro- 
pose to do. 


About thirty years ago, inland ma- 
rine insurance was in its infancy and 
was written almost entirely by ocean 
marine underwriters. (ne after an- 
other men of sound underwriting 
training and with keen underwriting 
judgment and ability initiated novel 
covers. For a long time they had 
been writing insurance on shipments 
by river and lake steamers, canal 
boats, harbor barges, and that sort 
of thing, and about that time, influ- 
enced either by demand from the pub- 
lic for new forms of insurance cover- 
age, or actuated by a desire to in- 
vent such new forms as would in- 
crease the premium incomes of their 
companies, these marine underwriters 
brought tourists’ floaters, salesmen’s 
floaters, fine arts policies, and partic- 
ularly transportation floaters, into 
more general use. The inland marine 
business was untrammeled by tariff 
rates or by hampering or restricting 
underwriters’ rules. There were no 
standard forms or prescribed clauses. 
There was a wide open market and 
each underwriter accepted such risks 
and at such rates as seemed to him 
to be proper. 

There was a very different situa- 
tion developing in the fire insurance 
field at the same time. There was 
then a definite trend toward bureau- 
cracy and curtailment of initiative. 
As long as thirty years ago it was 
apparent that bureau regulation of the 
fire insurance business was develop- 
ing a set of young underwriters who 
worshipped a rule book. We were 
developing automatons who were 
blindly doing what committees of the 
insurance companies were laying 
down for their guidance. But at that 


time, the rules being promulgated by 
the increasing number of companies’ 
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boards, bureaus and exchanges were 
being made by underwriters of the 
old school serving on committees of 
the various underwriters’ bodies. The 
blind following of precedent and 
rule by the younger underwriters was 
not.an unmixed evil because the rules 
were much fewer than they are to- 
day, and were mostly made by men 
of vision and experience. Later the 
State Insurance Departments began 
to take a hand, first by passing laws 
in various states prohibiting dis- 
crimination between policyholders of 
the same general risk, then by giving 
the sanction of the state, and legal 
force in many cases, to rules and 
rates. This greatly complicated the 
situation. A law which has the par- 
ticular intention of preventing dis- 
crimination brings about needless re- 
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finement of underwriters’ rules and 
practices to differentiate between 
minor differences in the risks run by 
almost similar policyholders. So the 
rules multiplied, and the practices of 
fire and casualty underwriters became 
more and more cut and dried and 
mandatory. 
eee 


LL this while the inland marine 
market has gone on developing, 
and as the difference in general char- 
acter of the fire market and the inland 
marine market has become more and 
more marked, the natural result has 
been that more and more business has 
been gravitating to the inland marine 
insurance field. Throwing ocean ma- 
rine out of the picture, the inland 
marine market is the last open market 
for insurance to fit the particular 
needs of the policyholder. That has 
brought about some abuses which 
have endangered the continuance of 
that open market. 
The term “inland marine” is a mis- 
nomer, for there need be no marine 
quality whatever, and there need not 





ee ee 


Many owners of these trinkets may have been indemnified under an inland marine policy. 
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even be any inland water-borne qual- 
ity regarding the risk properly eli- 
gible to be written by inland marine 
insurance. The term grew up, as I 
pointed out above, by the writing of 
all sorts of land coverages by marine 
insurance companies, and by the 
marine branches of fire insurance 
companies. Now, although no water 
risk is required, there must be some 
transit feature in any proposal in 
order to make it insurable in the in- 
land marine market. And here is 
where the abuses have crept in. 

I knew of one factory years ago, 
where the transit risk was introduced 
by providing that the policy should 
cover shipments around the premises 
of the plant by hand truck, and there- 
fore the insurance on materials, goods 
in process, and finished product of 
that factory was written in the inland 
marine market on better terms than 
the fire insurance market afforded. 
I:very conceivable means of provid- 
ing an excuse for turning from the 
restricted market to the open market 
was used by brokers and wide awake 
insurance buyers, until both the fire 
companies and the casualty companies 
began to feel the pressure and took 
steps to protect their narrower forms 
of insurance. Finally, instigated 
largely by the casualty companies 
whose burglary insurance risks were 
being cut down by available inland 
marine contracts, a so-called Nation- 
wide Agreement has been negotiated 
between fire, marine and casualty 
companies under the guidance of the 
Superintendent of Insurance of the 
State of New York. This was not 
nationwide as its name would imply, 
but has been approved by the Insur- 
ance Departments of thirty-two states. 
The effect of this agreement is to 
limit the scope of the inland marine 
market. 

This much is history which I think 
it is necessary for you insurance 
buyers to understand, and I will give 
my reasons later. 

Today, in spite of the limitations, 
there are a great many available 
forms of inland marine insurance, 
and I think the subject which was 
handed to me is a very apt one— 
“The Unutilized Possibilities of In- 
land Marine Insurance.” I thought 
when I was first asked to make this 
talk, that the common forms of in- 
land marine cover had been thor- 
oughly sold to buyers. But I had a 
considerable jolt recently when I 
studied a report made by the National 
Association of Credit Men, showing 
the result of a questionnaire, which 
that Association had sent out to their 
membership. That report shows that 
of the 1096 wholesalers and man- 
ufacturers who answered the ques- 
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tionnaire, 91% were shipping by 
truck, and of that number only 16% 
have inland marine insurance on their 
truck shipments. Salesmen’s floaters 
covering samples were carried by 
only 10% of those who were run- 
ning the hazard. An astonishing fig- 
ure to me was that only 12% of those 
shipping by rail carried transportation 
floaters covering the hazards of rail 
shipment. [*vidently shippers are 
relying on their chances of making 
recovery from the carriers, overlook- 
ing the fact that the possibilities of 
recovery are taken into consideration 
in making the inland marine rates, 
and particularly overlooking the dif- 
ferences in coverage between the in- 
surance policy and the bills of lading. 
ee ®@ 


PPARENTLY the commonest 

types of inland marine insur- 
ance available for business houses are 
not generally appreciated or used, 
and if that is true with the common 
forms, I am sure that the more un- 
usual forms are not properly utilized 
or even known. 

Now there is another set of figures 
which I am not giving in detail, 
showing a very remarkable growth of 
inland marine premiums during the 
last thirty years, which would seem 
to contradict the impression that the 
inland marine market is undersold. 
Quite the contrary, I draw the con- 
clusion that this growth of premiums 
emphasizes the unutilized status of 
inland marine insurance because the 
very great increase in premium has 
merely scratched the surface, and has 
covered only a small percentage of 
risks needing this protection. 

There are various reasons why the 
inland marine insurance market 
should be used more freely, in pref- 
erence to building up ‘a combination 
cover made up of policies issued by 
fire and casualty companies, and in 
relative importance I should rate 
these advantages as: 

1. Liberal forms both in the mat- 
ter of broader treatment of risks 
which may be covered by other in- 
surance, and the inclusion of risks 
which cannot be otherwise insured. 

2. Better loss adjustment. 

3. Low cost. 

I will take up the third point first. 

I am not a believer in cut-rate in- 
surance in the sense that a cut-rate 
drug store might do a “cheap John” 
business with imitations of quality 
products. But I am a believer in tak- 
ing advantage of lower cost of in- 
surances when the lower cost policy 
is issued by a high class insurance 
company on a satisfactory form and 
with legitimate reasons for the dif- 


ferential in rate, such as the lower 
cost surety bonds issued by two or 
three companies whose rates are fixed 
to cover preferred business only and 
not the common run of risks. 

Now the inland marine market may 
legitimately afford lower cost insur- 
ance than could be secured by mak- 
ing up a combination of five or more 
policies covering the various risks 
embraced in the inland contract. And 
this lower cost can be granted based 
on the same probabilities of loss and 
expenses which would bring higher 
cost for the several policies com- 
bined. In each of the premiums 
charged for the five separate policies 
there will necessarily be included an 
allowance for expenses, those ex- 
penses being largely made up of com- 
missions, and somewhat made up of 
Home Office overhead, field super- 
vision, taxes, and charges for the 
support of rating boards and bureaus, 
which would naturally be less for one 
policy in one company than for five. 
And I believe the so-called “acquisi- 
tion cost” for inland marine com- 
panies, that is, the charges for agents’ 
and brokers’ commissions, and _ field 
supervision, is less than for other 
types of insurance, so that the in- 
land marine market may legitimately 
offer a lower premium than could be 
secured by the sum of several policies. 

A more valuable feature, however, 
than lower cost, is found in the 
broader forms issued under inland 
marine insurance practice. Take one 
item alone. Ordinary fire insurance 
is hemmed about by the conditions 
of the standard form of fire policies, 
and recovery is limited to actual re- 
placement cost at the time of the fire. 
And if it is desired to insure loss of 
profits by fire an additional policy on 
profits or commissions is required. 
In the inland marine field valued 
policies are available, whereby the 
company arbitrarily agrees with the 
assured that, in the absence of fraud, 
a fixed basis shall be used in settling 
claims either on a definite amount of 
so much per barrel, per yard, or per 
pound, or other fixed valuation or 
else invoice cost plus an agreed per- 
centage. And this brings about two 
advantages—added ease and lack of 
argument in the settlement of a 
claim, and reimbursement of the as- 
sured for his loss of profit and of 
intangibles. So that, at even cost, I 
prefer the inland marine policy for 
that one feature alone, and there are 
other advantages besides. 





HE inland marine insurance 
market is a buyer’s market and 
in most branches of the business, par- 
ticularly those that apply to business 
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risks rather than to personal risks, the 
assured with his representative, 
whether he be a broker or an agent, 
may draw his own form and then get 
quotations for that coverage, in- 
stead of being offered a prescribed 
form on a “take-it-or-leave-it” basis. 
And I believe that no two business 
risks in the same general trade are 
any more similar than individual fin- 
gerprints. 

The healthy competition between 
inland marine insurance companies 
enables the broker to take that form, 
drawn by him in: close cooperation 
with his client, and find a market for 
that form at a proper rate, each un- 
derwriter knowing that if he loads 
that premium too much he has no 
chance of securing the order. So, in 
general, inland marine rates are made 
intelligently at as low a figure as the 
individual risk will warrant. 

So far the inland marine companies 
have not fallen into the error of the 
fire companies of abandoning loss 
adjustment as a legitimate source of 
building good will. They have not 
placed their adjustments in the hands 
of disinterested bureaus as the fire 
companies have largely done. They 
adjust their own claims with full 
knowledge that the satisfaction or 
lack of it by the claimant will have a 
definite effect on their reputation and 
on their acquisition of future busi- 
ness. 

Therefore, with more. liberal 
forms, with agreed bases for loss set- 
tlement, and with adjusters having 
the good will factor very much at 
heart, loss adjustments under inland 
marine forms are definitely smoother 
and more satisfactory today than 
claims under fire and burglary pol- 
icies. 

This audience is almost entirely 
made up of buyers of insurance for 
large corporations, and I believe that 
you men should have the inland 
marine market constantly in mind. 
And if your brokers or agents are not 
awake to the possibilities of that mar- 
ket you should make sure that that 
field is explored. Never take it for 
granted that some risks that you want 
to insure cannot be covered, provided 
the transit risk may be legitimately 
introduced into the coverage, and 
with the further severe limitation that 
in most cases the inland marine policy 
cannot be relied on to cover on your 
own premises. 

You are probably familiar with the 
ordinary types of inland marine 
cover. A great many of them apply 
to personal risks, such as fine arts 
policies and tourists’ floaters, wedding 
present policies, and other personal 
insurances, and these forms are 
largely, and, and, I think, unfortun- 


JouRNAL oF AMERICAN INSURANCE 


ately, standardized. But for mer- 
chants and manufacturers there are 
a world of coverages available, some 
of them very common and some of 
them most unusual. What will in- 
terest many of you are policies cover- 
ing goods sold on the installment 
plan, in transit from the factory 
through various channels to the 
premises of the purchaser, and to 
cover the seller’s interest until com- 
pletely paid for and final title is 
passed. Some of you will be inter- 
ested in installation risks covering 
articles of machinery or equipment 
during the period of installation and 
testing, on a much broader basis than 
ordinary fire insurance could provide. 


eee 

ROBABLY a good many of you 

do not realize how advantageous 
to you would be various forms of in- 
land marine coverage written under 
use and occupancy or loss of income 
basis rather than to cover direct dam- 
age. For instance, manufacturers are 
dependent on a constant supply of 
raw material being shipped in to them 
from outside sources. It is possible 
to secure an inland marine policy 
covering loss to the manufacturer if 
his shipments are delayed or totally 
prevented from arriving at the plant 
by accidents in transit. And I be- 
lieve that under certain circumstances 
the fabricating of materials for the 
manufacturer at some other plant 
could be considered a processing risk 
and that an all risks inland marine 
use and occupancy policy should not 
only cover loss of income from fail- 
ure to deliver by accidents in transit, 
but also cover the same interruption 
of his business by fire, earthquake, 
windstorm, flood, riot and other risks 
which may be included in the “all 
risks” category of the inland marine 
form, occurring at the plants supply- 
ing the partially manufactured ma- 
terial. For instance, I am thinking 
of the loss due to shut-down of an 
automobile plant if vital parts made 
elsewhere were not received. But 
such a broad application of inland 
marine coverage would be a target at 
once for attack by the fire under- 
writers. 

Street railways may insure their 
loss of income—that is, the loss of 
fares due to interruption of service 
by casualty, but, to be sure, the only 
case I have heard of in this class of 
insurance, is for a street railway com- 
pany which uses tunnels and bridges 
as integral parts of their routes. 

Electric light and power companies 
may insure loss of income through 
failure to transmit power over their 
transmission lines, and oil companies 
may insure the delivery of oil 
through their pipe lines. 
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Radio broadcasting companies may 
insure not only their broadcasting 
towers against all risks, in the inland 
marine insurance market, but may in- 
sure their loss of income because of 
failure to transmit radio programs or 
trans-atlantic messages because of in- 
sured casualty. 

Importers may use an_ inland 
marine policy to pick up where their 
ocean marine cover ceases, covering 
the distribution of their merchandise 
through to the ultimate consignee 
and until paid for. Similarly, man- 
ufacturers and merchants, who are 
not importers, may cover their goods 
from the factory to destination, but 
that is the ordinary transportation 
floater with which I think you are 
familiar. It is not generally known 
that merchants may cover goods on 
consignment not only in transit, but 
on the premises of the consignee, 
usually with a thirty-day limit, but 
not always. 

I do not think sufficient use is 
being made of the opportunity for in- 
land marine insurance under the 
processing classification permitted by 
the Nationwide Agreement. For in- 
stance, publishers may insure books 
to and from the premises of book- 
binders and while undergoing bind- 
ing in the bookbinders’ hands, or any 
business house with a considerable 
amount of printing being done on the 
outside may cover to, through, and 
back from the printer, with a definite 
valuation set upon the manuscript. 

Where plants are operated by 
water power, and this I think is very 
interesting, inland marine policies can 
be written covering loss by shut- 
down of the plant due to failure of 
the water supply, with specific ref- 
erence to any casualty damaging the 


penstock. 
Others of you, manufacturing 
machinery, oil burners, automatic 


stokers, elevator apparatus, etc., can 
secure inland marine policies against 
a multitude of ‘perils, including the 
risks of installation. 

A hearse was stolen the other day 
in New York with the corpse in it. 
The morticians’ liability policy of the 
inland marine market covers the li- 
ability of an undertaker for loss of or 
damage to the corpse. 


SIDE-TRACK policy issued by 

the inland marine companies is 
interesting to most of you, for, al- 
though it does not cover the risks of 
personal injury, for which you would 
need casualty company protection, the 
inland marine policy will step in and 
protect your liability for property 
damage under the very drastic side- 
track agreements which the railroads 














18 


require you to execute. When you 
consider that the liability which you 
assume makes you responsible not 
only for the actual railroad cars on 
your siding, but for damage to other 
railroad trains and for railroad equip- 
ment if those cars should get away 
from your siding down onto the main 
line, I should think that every last 
one of you should carry a side-track 
policy where the hazard exists. 

lecture tours may insure against 
loss of income if the lecturers fail 
to arrive to keep their appointments 
due to transportation casualty or 
delay, flood, or that sort of thing. 
That is merely an extension of inland 
marine transit insurance to cover the 
delivery of persons rather than com- 
modities. A fantastic possibility of 
further development along these lines 
would be to insure a manufacturer 
or merchant against loss due to the 
failure of star salesmen to arrive and 
close deals with valued customers, or 
against the failure of chief executives 
to reach the point where vital nego- 
tiations were to be completed. If the 
amount of loss involved in a definite 
set of circumstances could be fore- 
seen and agreed on in advance, such 
insurance should be available, and I 
believe it could be placed. 

Automobile fire, theft, and trans- 
portation insurance was a develop- 
ment of the inland marine insurance 
market, and continues to be inland 
marine insurance, although it has 
grown to such proportions that it is 
separately classified. That same sit- 
uation is developing now in regard to 
aircraft insurance, not only on planes, 
but on shipments by planes, against 
perils that only the inland marine 
market could cover. 

This is not supposed to be a cat- 
alogue of various types of inland 
marine policies. I have given you 
only a few examples merely to illus- 
trate the flexibility and varied scope 
of this market. The manual of in- 
land marine insurance issued by one 
of the insurance companies shows 
seventy-four kinds of available in- 
land policies, and when you consider 
that within the listed categories are 
limitless variations—for instance, all 
sorts of proposals would fall -within 
the general category of “transporta- 
tion floater’—then it is apparent that 
the inland marine insurance market 
is, as the cowboys say, “high, wide, 
and handsome.” 

My chief message, I think, is that 
this comparatively open market, the 
last available flexible opportunity for 
insurance to fit particular needs, is in 
danger. We are approaching a posi- 
tion in the inland marine field com- 
parable to the fire insurance situation 
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thirty years ago, but with definite and 
harmful differences. The Nation- 
wide Agreement, to which I referred 
above, is restrictive in its application, 
but if that were all we had to worry 
about, the situation would not be so 
bad. Sane and limited regulation is 
definitely advisable. But the substan- 
tial increase in inland marine pre- 
mium has attracted into that business 
a great many fire insurance companies 
who have established inland marine 
insurance departments and who are 
thoroughly imbued with the bureau- 
cratic attitude toward insurance prob- 
lems. 

The strictly marine offices, whose 
underwriters stand on their own feet 
and rely on their own judgment, have 
largely lost control over inland marine 
insurance, When trained marine un- 
derwriters were all that were engaged 
in this business, there was no need 
for severe regulation, for there was 
usually a definite bottom to rates that 
might be quoted, and a definite limit 
to over-liberality of form conditions ; 
those limitations being set by the 
sound underwriting judgment of the 
marine men. 


With the influx of all the additional 
companies, however, into the field, in 
the scramble for premiums, two fac- 
tors were introduced which have 
brought regulation to the fore. The 
marine underwriters needed protec- 
tion against cut-throat and unwise 
competition by new companies in the 
field, and the underwriters of those 
new companies, largely trained in, 
and certainly part of, the rule-wor- 
shipping fire insurance business, 
sought committee guidance and lim- 
itation to justify and control their 
underwriting. For these reasons, the 
Inland Marine Underwriters’ Asso- 
ciation has been formed and has now 
been functioning for several years, 
and whereas they started out by the 
assumption of control over a limited 
list of inland marine contracts, mostly 
those written for individuals rather 
than for businesses, I now note a 
very definite trend toward the exten- 
sion of their activities. The member- 
ship of that Association controls its 
present and future actions, and the 
numerical majority of that member- 
ship is now in the hands of fire rather 
than marine offices. Actually, the old 
guards of marine insurance, numer- 
ically in the minority, are still fur- 
nishing most of the experience and 
leadership of that Association. But 
with the fire offices in the majority, I 
am afraid that it will not be very 
long, it will not be thirty years and 
it may not be five vears, before the 
inland marine market is so hedged 
about with regulations, mandatory 


forms, prescribed rules, fixed rates, 
and prohibitions of one kind or an- 
other, that our last open market will 
have disappeared. 

You men here exert a very power- 
ful influence in the insurance world, 
and your power is greater than you 
realize or than you have so far ex- 
erted. The Nationwide Agreement 
is already under attack in various 
states where it is being shown that 
the limitations of marine insurance 
powers are definitely hurting mer- 
chants and manufacturers. When- 
ever and wherever you arrive at the 
conclusion that your interests are 
prejudiced by that agreement, I think 
you should protest to the Insurance 
Departments of your various states 
seeking modification and liberalization 
of that agreement. 

I do not know what you can do, but 
I am giving you the problem to solve 
as to how you can best exert your in- 
fluence to prevent the over-extension 
of restrictive activities of the Inland 
Marine Underwriters’ Association, 
and the growth of other similar 
boards and bureaus. 


AM not quite so blind as to be- 

lieve there are no evils in a wide 
open market, but there are very great 
evils in a_ strictly closed market. 
There is a middle ground of regula- 
tion, and up to that point regulation 
is needed. A return to wide open 
competition in the fire insurance busi- 
ness would bring chaos. My feeling 
is, however, that in the fire insurance 
field the companies have gone far be- 
yond the middle ground of sanity, 
and that the inland marine market is 
in a state of flux. Some practices 
of inland marine underwriters are 
already over-regulated, and there is 
probably need on the other hand of 
some additional regulation along cer- 
tain lines. But I hope that regulation 
takes the form of agreement on basic 
fundamentals and a code of fair prac- 
tice. With the same set of rules be- 
fore them, one type of underwriter 
takes the attitude, “There is no ruling 
on this point; therefore I am not free 
to act.” The other type of under- 
writer takes the position, “There is no 
ruling on this point; therefore I can 
use my own underwriting judgment.” 

I am not an anarchist, and I know 
that wide open conditions, partic- 
ularly with untrained underwriters in 
the field, may cause such unwise com- 
petition as to endanger the stability of 
the insurance companies; but I also 
know that the pendulum of regula- 
tion swings too far. That is what I 
hope will be avoided in the inland 
marine market. | urge you to do 


(Continued on Page 28) 
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ITH a record of some of the 

most hectic hearings in the 
course of insurance legislation be- 
hind it, the proposed new Illinois 
Insurance Code has finally started on 
its way through the legislative ma- 
chinery and will probably be acted 
on within the next few weeks. Its 
chances of final enactment, in the 
opinion of informed observers, are 
good, but by no means certain. A 
large number of interests opposed to 
the Code, under the leadership of the 
National Board, are engaged in a 
determined fight to prevent its pass- 
age and they may be able to find 
enough votes to either delay it until 
the session is concluded or to defeat 
it on a record vote. The fact that 
Irnest Palmer, Director of Insur- 
ance, has the wholehearted support 
of Governor Horner and the admin- 
istration machine will, of course, 
weigh heavily in its favor. Mr. Pal- 
mer has active allies in the agents’ 
association and has received pledges 
of passive support from many of the 
insurance interests. The mutuals, al- 
though not wholly satisfied with the 
bill, are supporting it because they 
believe Ernest Palmer is doing an 
excellent job and is making a real 
and sincere effort to put Illinois 
among the leaders as an insurance 
state. The Association of Casualty 
and Surety Executives at first took 
a position in active opposition but it 
has apparently withdrawn from the 
field of open conflict with the depart- 
ment, at least. 

The new Illinois Code differs from 
most of the recodifications attempted 
throughout the country in that it dis- 
cards practically all of the existing 
insurance statutes and attempts to 
set up a single unified chapter, almost 
entirely new, providing for the or- 
ganization and regulation of all types 
of insurance carriers, their agents 
and other representatives. Obviously, 
in a task of this magnitude, there was 
a tremendous amount of detail work 
to be done and the insurance com- 
panies affected felt that much of it 
was done badly. There was a general 
criticism of the first preliminary 
draft of the code but much of this 
was removed when, after extended 
hearings by the Code Commission, a 
large number of amendments were 
made. Even after the bill was intro- 
duced protests againsts certain sec- 
tions were made and the department 
agreed to a number of amendments 
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Illinois Code Making Steady Progress 
Despite Strong Stock Opposition 


intended to make the law more work- 
able. Although many of those sup- 
porting the Code are still. somewhat 
dissatisfied with its provisions, they 
feel that the insurance department 
has been fair and impartial and that 
any points of contention which 
remain are honest differences of 
opinion on which something can un- 
doubtedly be said for the depart- 
ment’s position. 


The most spectacular development 
during the hearings on the Code was, 
of course, the open opposition to it 
on the part of the National Board of 
Fire Underwriters. Jl ollowing its 
traditional policy, the National Board 
informed the Illinois Insurance De- 
partment early in the work on the 
Code that it was quite well satisfied 
with the laws as they were and saw 
no necessity for revision. Opposition 
to a number of the sections, particu- 
larly those governing investments, 
was expressed at the hearing before 
the Code Commission by Mr. Griggs, 
representing the National board. The 
fireworks were really set off, how- 
ever, in the hearings before the Sen- 
ate and House .Committees, when 
J. H. Doyle, the General Counsel of 
the National Board, adopted the posi- 
tion that it would be impossible to 
amend the Code in a manner which 
would leave it satisfactory to the 
National Board and announced their 
intention of opposing the whole thing. 
Mr. Doyle’s wrath was particularly 
directed against the investment sec- 
tion which he felt would unnecessarily 
and unwisely hamper the activities of 
the stock fire insurance companies 
which the National Board represents. 
He pointed out that many of the 
stock companies have a large part of 
their assets invested in common 
stocks, a type of security which 
would be drastically limited under the 
new Code. In his opinion it would 
be difficult, or impossible, for them 
to adapt their investment structure 
to the requirements imposed. He 
pointed out that the proposed Illinois 
Code was far stricter and more bur- 
densome than any now in force in 
any state. 

eee 


- replying to Mr. Doyle, Mr. Pal- 
mer emphasized the fact that the 
Code was being drawn in the public 
interest, and in an effort to make 
certain that the funds of the policy- 
holders, held by the companies, would 





19 


be invested in a conservative rather 
than a speculative manner. Mr. Pal- 
mer attacked what he characterized 
as the obstructionist policy of the 
National board and pointed out that 
the board had made no effort to co- 
operate with him or the Code Com- 
mission in drafting the Code. Those 
at the ringside after the last hearing, 
at which Mr. Palmer answered Judge 
Doyle, felt that Mr. Palmer had made 
a most favorable impression on the 
Legislature. The next day the com- 
plimentary comments of the legisla- 
tors were heard on all sides, and later 
in the day the hearings were abruptly 
ended and the bill advanced to second 
reading. 

The departmental conferences with 
all comers who are interested in one 
or more sections of the Code contin- 
ues day and night and the staff shows 
the effects of the strain placed upon 
it during the last year. The depart- 
mental counsel, Mr. Irank Young, 
who came into the department with- 
out previous insurance experience, is 
making an enviable record for him- 
self through his quick and intelligent 
grasp of the technical intricacies of 
the business, his excellent draftsman- 
ship, and his unfailing good nature 
under trying circumstances. 

One hundred and thirty-five floor 
amendments have been introduced, 
ninety-seven of them by Representa- 
tive Adamowski for the Code Com- 
mission, the others by members of 
the House. 

The bill in its travels through the 
House is under the skillful direction 
of the Chairman of the Code Com- 
mission, Hon. George A. Fitzgerald, 
and the capable Floor Leader Ben- 
jamin Adamowski. In the Senate 
the bill will be under the guidance 
of Senators Williams and Barbour. 


HE Code Commission has de- 

voted a great deal of time to its 
study of the Code and has shown 
every courtesy and consideration to 
the witnesses at the hearings and to 
those seeking conferences with the 
members individually. 

After the Code fight is ended the 
Department should lead the way by 
a thoughtful, considerate and intelli- 
gent administration of the new law 
with the recognition that difficult 
adjustments on the part of the busi- 
ness will be necessary. It should 
recognize that imperfections and un- 
foreseen twists in the law will crop 
out which may cripple legitimate 


companies unless there is forbearance 
and a ready appreciation that in such 
case corrective measures must be 
taken by the next legislature. 
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Revise Auto Liability Rates 
in Twenty-three States 


THE NATIONAL BUREAU OF CAS- 
UALTY AND SURETY UNDERWRITERS 
has announced revised automobile 
liability rates for twenty-three states, 
effective March 25th. For the most 
part the revisions represent rate in- 
creases, based on the unfavorable ex- 
perience which the companies have 
had. Both private passenger and 
commercial vehicles are affected. 


Revised rates were put into effect 
in the following states : Alabama, Cal- 
ifornia, Connecticut, Florida, 
Georgia, Illinois, lowa, Kansas, Ken- 
tucky, Louisiana, Michigan, Missouri, 
Montana, Nevada, New Mexico, 
Ohio, Oregon, Pennsylvania, South 
Carolina, Tennessee, West Virginia, 
Wisconsin and Wyoming. Simulta- 
neously the Bureau promulgated some 
changes in the rules and a new list 
of automobiles for Massachusetts. 


Court Holds Illinois 


Occupational Disease Law 
Unconstitutional 


THE ILLINOIS SUPREME, COURT, IN 
A DECISION HANDED DOWN APRIL 
17th, ruled that Section 1 of the Oc- 
cupational Disease Act was uncon- 
stitutional on the ground that it 
violates the due process clause of the 
state and federal constitution. 

The statutory provision held un- 
constitutional provided “that every 
employer of labor in carrying on 
work which may produce any illness 
or disease peculiar to the work or 
process carried on, or which subjects 
employees to the menace of illness or 
disease peculiar to such work to 
which ordinarily employees are not 
exposed in other lines of employ- 
mefit, shall protect the employees, 
adopt and provide reasonable and ap- 
proved devices or methods to prevent 
such industrial or occupational 
diseases as are incidental to such 
work,” 


The legislature, the court held, had 
failed to set up any standard by which 
the judgment of the administrative 
department could be measured and as 
a result the department could decide 
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arbitrarily what devices or methods 
are reasonably necessary, reasonable 
or adequate. 

by attempting to vest legislative 
powers in the department, the court 
held, the statute violated Article III 
of the State Constitution, and for the 
same reason Section 12 and 13 of the 
Health & Safety Act were held un- 
constitutional by the court. 


F. Highland Burns Dead 


F, HIGHLAND BURNS, CHAIRMAN OF 
THE BOARD OF THE MARYLAND CAS- 
ualty Company, and one of the best 
known bonding officials in the United 
States, died suddenly at his home on 
March 30. He was sixty-one years 
old. 

Mr. Burns has been with the Mary- 
land Casualty Co. since it was or- 
ganized and was the last survivor of 
the group of seven men who with the 
late John T. Stone established the 
company in 1898. He succeeded to 
the presidency in 1920 and held this 
position until last year, when he was 
made chairman of the board upon the 
election of Silliman Evans as presi- 
dent. 


Order Commission Reduction 
in Minnesota 


THE STOCK CASUALTY COMPANIES 
HAVE ADVISED THEIR AGENTS THAT 
effective May 1st commissions on 
workmen’s compensation business in 
Minnesota to general agents will be 
reduced from 17%% to 13%; for 
regional agents 12144% to 9%, and 
for local agents from 10% to 8%. 
This action on the part of the com- 
panies is the result of their failure to 
secure the increase in compensation 
rates asked for in October of last 
year. 


Employers of Wausau 
Adopts Retirement Plan 


THE EMPLOYERS MUTUAL LIABILITY 
INSURANCE COMPANY OF WAUSAU, 
Wis., has adopted a cooperative re- 
tirement plan which enables em- 
ployees of the company to retire at 
certain specified ages with retirement 
incomes payable for the rest of their 
lives. Payment of benefits is guar- 
anteed under contract with the Met- 
ropolitan Life Insurance Company. 

Employees numbering 270 —con- 
stituting 98 per cent of those eligible 
to participate—have joined the plan. 


Upon retirement at the normal retire- 
ment age, 65 for men and 60 for 
women, each of these workers will 
receive a retirement income equal to 
114 per cent of salary earned after 
the effective date—April 1, 1935— 
plus one per cent of annual salary as 
of that date, multiplied by years of 
prior service. 


Record of State Funds 
Exposed by Hodges 


AN ARTICLE PREPARED BY CHARLES 
E, HODGES, JR., EXECUTIVE VICE PRES- 
ident of the American Mutual Lia- 
bility Insurance Company, discloses 
the failure of the Monopolistic State 
Funds to give efficient and equitable 
administration of workmen’s com- 
pensation insurance. From his study 
Mr. Hodges shows that “the exper- 
ience of monopolistic state funds has 
been such as to destroy confidence in 
the conduct of any enterprise and to 
be a blow and a burden to the insured 
employers and other taxpayers in the 
states affected.” 


The article points out that, with the 
exception of North Dakota, no state 
has adopted a monopolistic state fund 
plan in the last twenty years and that 
the fund was only adopted there in 
1919 during a period of political tur- 
moil in which an attempt was made 
to put the state into business of all 
kinds. The financial statements of 
the various funds are analyzed to 
show that in nearly every case they 
are, from an actuarial standpoint, in- 
solvent and the recent report on the 
Ohio State Fund, which disclosed 
gross inefficiencies, is quoted at some 
length. Mr. Hodges concludes: “To 
the business man, an incursion of 
government into any type of private 
business activity rightfully appears a 
step to further inroads into the field 
of private enterprise. Once entered, 
the road can be retraced only with the 
greatest of difficulty ; for bureaucrac- 
ies, once established, never admit fail- 
ure, but on the contrary seek to ex- 
tend their spheres of activity. The 
record of monopolistic state work- 
men’s compensation insurance has 
been given, in order that facts may be 
compared with theories and promises. 
The business of workmen’s compen- 
sation insurance as conducted by pri- 
vate insurance carriers has not been 
uncontrolled ; it has been and is un- 
der strict regulation in the several 
states in the interests of the employer 
and the workman. In their interests 
it should be continued as a business 
ably and efficiently conducted by pri- 
vate enterprise.” 
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The Non-Assessable Policy is Upheld 
by the Pennsylvania Court 


HE validity of the non-assess- 

able mutual insurance policy has 
been again upheld. The case of Com- 
monwealth vs. Rural Valley Mutual 
Fire Insurance Company, April Ist, 
1935, Common Pleas of Dauphin 
County, Pennsylvania is another in a 
long line of decisions which support 
the non-assessability of properly is- 
sued policies of this type. The deci- 
sion is worthy of note and the opinion 
is printed below. 

The case involves the right of a 
mutual insurance company organized 
and operating in Pennsylvania to 
issue non-assessable policies. It was 
held that the company was fully em- 
powered by law to issue this type of 
policy. The court made an analysis 
of the law and the precedents which 
controlled the case. The opinion of 
the court is a well-reasoned answer to 
those who persist in arguing that all 
mutual policies are assessable. 

Another reason for noticing the 
case in this publication is the 
fact that prior to the decision the 
case was rather widely publicized by 
interests inimical to mutual insurance. 
‘rom the time that the state liquid- 
ator announced that he would make 
an attempt to collect assessments 
from non-assessable policyholders un- 
til the time that the court announced 
its decision against the state liq- 
uidator, competitors of mutual insur- 
ance companies used the unfounded 
arguments presented in the unsuc- 
cessful petition in an attempt to dis- 
credit mutual insurance, borrowing 
color from the fact that a public offi- 
cial sponsored the argument against 
non-assessable policies. Now that the 
state liquidator’s arguments have been 
rejected by the court, mutual insur- 
ance men can meet the propaganda 
against non-assessable policies with 
an additional, recent case in full ac- 
cord with the long line of decisions 
which have held non-assessable pol- 
icies to be valid. 

The full text of the decision is as 
follows: 

Commonwealth of Pennsylvania, 


Ex. Rel. William A. Schnader, 
Attorney General 


VS. 
Rural Valley Mutual Fire 
Insurance Company. 

In the Court of Common Pleas of 
Dauphin County. 

No. 40 Commonwealth Docket, 1932 
EXCEPTIONS OF FRANK R. AND 
ALMA M. MULLEN TO FIRST RE- 
PORT AND PETITION OF CHARLES 
H. GRAFF, ACTING INSURANCE 
COMMISSIONER (STATUTORY 


LIQUIDATOR) IN RE. AFFAIRS OF 
RURAL VALLEY FIRE INSURANCE 
COMPANY (DISSOLVED). 

Judge Wickersham delivered the fol- 
lowing opinion of the Court: 


T appears from the record, on sug- 

gestion of the attorney general, that 
the Rural Valley Mutual Fire Insurance 
Co., was insolvent, which suggestion was 
admitted in the answer of the defendant 
corporation. An order was made by this 
court that the said insurance company “be 
and the same is hereby dissolved, its char- 
ter vacated and its corporate existence 
ended; that the Insurance Commissioner 
of the’ Commonwealth of Pennsylvania be 
and he is hereby directed to take possession 
of the property of the defendant in accord- 
ance with the provisions of the Act of the 
General Assembly of May 17, 1921, P. L. 
789.” On February 4, 1932, S. Walter 
Bunting was appointed Special Deputy In- 
surance Commissioner to take charge of 
the property and liquidate the affairs of 
the said insurance company, dissolved, and 
thereafter he took possession and continued 
in that capacity until his death, September 
20, 1932. From that date to December 1, 
1932, the late Charles F. Armstrong, In- 
surance Commissioner of this common- 
wealth, had the sole direction of the liq- 
uidation, That on December 1, 1932, Jo- 
seph F. Marion was appointed Special 
Deputy Insurance Commissioner and con- 
tinued in such capacity until November 
28, 1934, when Leslie H. Erickson was ap- 
pointed Acting Special Deputy Insurance 
Commissioner, and he thereupon from that 
date, has directed the liquidation under the 
direction of Charles H. Graff, Acting In- 
surance Commissioner, who presented his 
petition to this court reporting the proceed- 
ings had in the liquidation of said dis- 
solved company, setting forth, inter alia, 
that “it is necessary to assess on a pro rata 
basis the members or policyholders for 
those losses, (in said petition set forth) 
expenses and other legal obligations sus- 
tained or incurred during the term or 
period of, their several memberships in said 
company.” 

It is also averred in said petition that 
among those policyholders or members 
against whom it is proposed assessments 
should be levied for such pro rata share 
are members to whom the company issued 
policy contracts on the mutual cash plan, 
wherein the liability of the policyholder 
was expressly stated to be limited to the 
premium deposit of the member or policy- 
holder. The petitioner contends that the 
provisions limiting the liability of such 
members or policyholders are null and 
void, and that said members or policy- 
holders (on the cash plan) are liable, as 
members of said dissolved company, to 
contribute upon the same basis as other 
members of the said dissolved company 
for the payment losses, expenses and other 
legal obligations sustained or incurred by 
said company during the term or period 
of their several memberships and for these 
reasons the petitioner recommends that 
they be so assessed. 

Attached to this petition is the report 
of Acting Special Deputy Insurance Con:- 
missioner Leslie H. Erickson, setting forth 
at length the liabilities and debts of the 
dissolved company, recommending that all 
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claims filed under the schedule “A” be al- 
lowed, and that certain other claims be 
—- to which report exceptions were 
filed. 

The attorney general now petitions this 
court to make an order approving the 
recommendation of the liquidator that an 
assessment be levied on all policy contracts 
in force on the date of the respective 
losses, to provide for payment of allowed 
claims, and praying for a decree that the 
liquidator be authorized to levy an assess- 
ment upon all outstanding policies of said 
company in force on the dates of the re- 
spective losses to provide for the payment 
of the claims allowed by said liquidator 
in the amount of said allowed claims and 
300 per cent. in addition to provide for 
costs of collection and distribution and for 
uncollectible assessments. 

Exceptions were filed by Frank R. Mul- 
len and Alma M. Mullen, his wife to the 
first report and petition of Charles H. 
Graff, Acting Insurance Commissioner 
(Statutory Liquidator) in regard to the 
affairs of the Rural Valley Mutual Fire 
Insurance Company (dissolved), raising 
the following— 

QUESTIONS INVOLVED 

1. May the Insurance Company Law 
of 1921 be construed to interfere with the 
charter provisions or operations of a do- 
mestic mutual fire insurance company or- 
ganized in 1903? 

2. If so, may bona fide holders of non- 
assessable policies be assessed in liquida- 
tion in violation of the express provisions 
of their policies? 

3. May an assessment be levied against 
such policyholders based on the by-laws 
which were neither contained in nor at- 
tached to said policies? 

4. May the liquidator approve as claims 
against such a mutual company or any of 
its assets the loans of the bankers? 

. Is an assessment of $40,886.72 with 
300 per cent. added to provide for collec- 
tion and distribution expenses and uncol- 
lectible assessments, reasonable or neces- 
sary? 

e®e ®@ 
DISCUSSION 
| pees Valley Mutual Fire Insurance 

Company was chartered on 18th of 
March 1903, under the Insurance Act of 
Ist May, 1876 P. L. 53, having its place 
of business in Rural Valley, Armstrong 
County. Its charter, as revealed in Char- 
ter Book,48, p. 30, in the office of the Sec- 
retary of the Commonwealth, provides: 

“2. The class of insurance for the 

transaction of which it is constituted 

is: Insurance against fire on build- 
ings, merchandise and other prop- 
erty.” 

For many years Rural Valley is- 

sued two kinds of policies: 

1. An assessable policy under which the 
holder was by its express terms liable to 
an assessment equal to five times the 
premium deposit. To this class of policy 
the by-laws were physically attached and 
made a part thereof. 

2. A nonassessable policy under which 
the holder was by its express terms NOT 
subject to any assessment in addition to 
the premium deposit. To this class of 
policy the by-laws were NOT physically 
attached and no reference to them was 
made therein. 

At the oral argument and in the brief 
of counsel for the liquidator it was insin- 
uated that these nonassessable policies were 
written ONLY FOR A FEW YEARS— 
at a time when its officers knew it was in- 
solvent and as a species of fraud upon 
creditors. No proof was offered to sup- 
port this insinuation; nor is there any evi- 
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dence that the policyholders knew that the 
company was insolvent at the time they 
received their contracts of insurance. 


As evidence that such nonassessable 
policies were issued for MANY YEARS 
it appears that on July 16, 1928, M. V. 
Kibbe, Rural Valley’s agent at Ulysses, 
Pa., issued a nonassessable policy to Frank 
R. and Alma Mullen, his wife, the excep- 
tants herein, for a term of three years. 
The policy provided: 


“In consideration of the Stipulation 
herein named and | of a deposit of 
$25.85 does insure,” etc. ; 

and one of the stipulations therein named 
was: 

“In consideration of the assessment 
liability on this policy being limited to 
the deposit, the assured hereby agrees 
to waive all rights to participate in any 
of the protits or other incomes of the 
company.’ 

We can find no evidence that these pol- 
icyholders or any other similar policy- 
holders were guilty of any species of 
fraud in purchasing such an insurance pol- 
icy, nor is that any evidence that they 
knew at the time the policies of insurance 
were written that the company was insol- 
vent. 

In the report of the liquidator he 
averred that these nonassessable policies 
were illegal and void, and that they should 
be assessed, and prayed for such an order. 
Mr. and Mrs. Mullen tiled exceptions and 
denied these contentions and opposed the 
prayer for assessment. We are advised 
that there are about 2500 holders of such 
nonassessable policies, and that it was 
agreed it was not necessary to file excep- 
tions for these other policyholders as these 
exceptions would be treated as applying 
to this class. 

The position of the liquidator and the 
banks who have loaned money to this in- 
surance company is that Rural Valley is 
governed by the Insurance Company Law 
of 17th May 1921 P. L. 682, 40 P. S. sec- 
tion 361, et seq., and especially sections 806 
to 808 thereof, and, as these nonassessable 
policies were issued in violation of those 
provisions, they were illegal and hence the 
holders can be assessed contrary to their 
contracts. This contention we think over- 
looks the last paragraph of section 103 of 
said act which provides: 

“Nothing in this act shall be con- 
strued to interfere with the charter 
provisions or operations of any domes- 
tic mutual fire insurance company 
heretofore organized under any gen- 
eral or special law of this common- 
wealth.” 

As we have already pointed out, Rural 
Valley was incorporated under the Act 
of Ist May 1876 P. L. 53. It was au- 
thorized to insure on the mutual principle 
against fire. The liquidator and the banks 
fall into error in concluding that to “in- 
sure on the mutual principle against fire” 
means only to insure on the assessable 
principle; that a nonassessable policy is 
not a mutual policy (unless expressly 
stated so by the Legislature), but is a 
“stock policy.” This erroneous idea was 
prevalent in Pennsylvania many years ago, 
but until the instant case it has never been 
asserted since at least 1894 by any one 
conversant with the mutual insurance law 
of Pennsylvania. 

e®ee 

OUNSEL for the liquidator, in sup- 

port of his contention that the sec- 

tions of the Act of 1921 to which refer- 
ence has heretofore been made, apply to 
the instant case, refers to DETTRA V. 
KESTNER, 147 Pa. 566; GIVEN V. 
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RETTEW, 162 Pa. 638; KRUGH V. 
LYCOMING FIRE INSURANCE CO.,, 
77 Pa. 15. It is sufficient to say that the 
facts in DETTRA V. KESTNER, upon 
which the case turned, do not apply to the 
instant case. It was held: 

“A member of a mutual insurance 
company, who has been induced to 
become a member by the fraudulent 
representations of the officers of the 
company, cannot set up the fraud as 
a defense to an action by the receiver 
of the company for assessments, where 
other persons have subsequently joined 
the company as innocent third parties. 

“In such a case, as the rights of in- 
nocent third parties have intervened, 
and it is essential to their protection 
that a contract, otherwise vitiated by 
fraud and therefore voidable, should 
be sustained, equity requires that it be 
upheld.” 

Certainly this is the law, but how does 
it apply to the instant case where so far 
as we have been able to discover, there is 
no evidence of fraud practiced upon the 
exceptants. KRUGH V. LYCOMING 
FIRE INSURANCE CO., supra, holds: 

“Persons insuring in a mutual in- 
surance company are associated in the 
nature of limited or special partners.” 
However this conclusion is not followed 

in FARMERS & BREEDERS MU- 
TUAL INSURANCE CO. V. BECK, 66 
Pa., Superior Ct. 528, as we shall here- 
after show. 

The following authorities are relied 
upon by counsel for the exceptants: 
SCHIMPF & SON V. LEHIGH VAL- 
LEY MUTUAL INSURANCE CO., 86 
Pa. 373; GIVEN V. RETTEW, 162 Pa. 
638, FARMERS & BREEDERS MU- 
TUAL INSURANCE CO. V. BECK, 


supra. in SCHIMPF & SONS V. LE- 
HIGH VALLEY MUTUAL INSUR- 
ANCE CO., it was held: 


“Tt is not ultra vires for a mutual 
insurance company to assess members 
giving premium notes to pay losses 
which have occurred to insured who 
held policies or the ‘all cash premium 
plan,’ whereby members are free from 
liability and assessment.” 

Writing the opinion of the Supreme 
Court, which refutes the contention of 
counsel for the liquidator that the non- 
assessable policies issued by Rural Valley 
were stock policies, it was said by Mr. 
Justice Paxson, beginning p. 375: 

“We must not conféund a stock 
policy with a cash policy. They are 
essentially different. The payment of 
a cash premium does not decide the 
character of the policy as to whether 
it is mutual or stock. A mutual com- 
pany may insure for either note or 
cash; so may a stock company. The 
distinction between them rests upon 
different principles. A stock policy is 
issued solely upon the credit or capital 
stock of the company to one who may 
be an entire stranger to the corpora- 
tion, who acquires no right of mem- 
bership by reason of his policy; no 
right to participate in its profits, and 
who subjects himself to no liability by 
reason of its losses. In such case it 
can make no difference whether the 
premium is paid in cash or by note; 
that is a private matter between the 
insurer and the insured, which con- 
cerns no one but the parties to the 
contract. Mutual companies, on the 
other hand, are somewhat of the na- 
ture of a partnership; the insured be- 
comes a member of the corporation 
by virtue of his policy; is entitled to 
a share of the profits and is responsible 


for the losses to the extent of his 

premium paid or agreed to be paid. 

** The true principle of mutual insur- 

ance is the payment by each of the 

insured of a certain sum of money 
towards a common fund, which fund 
is to be held for the protection of 
each person so contributing. Is there 
any substantial reason why the cash 
premium may not represent the in- 
sured in the common fund as well as 

a premium note? There are numer- 

ous and respectable authorities which 

hold that there is not ;***.” 

Again on p. 377 Justice Paxson con- 
tinues: 

“*** The insured for a cash pre- 
mium pays in a sum which is con- 
sidered by the company as a fair 
equivalent for future assessments, and 
his proper proportion of the common 
fund. This is a matter of equitable 
arrangement between the members of 
a mutual company. It is not prohibited 
by any law, and is a matter with 
which the outside public have no con- 
cern. *** By a mutual arrangement, 
to which the assent of every member 
must be presumed, the holder of the 
cash policy has made his contribution 
to the common fund created for the 
benefit of all. He has contributed the 
precise sum which the rules of the 
company have designated as the quota 
which in justice he ought to pay. The 
insured by note have contributed 
nothing, or at most but little to the 
common fund, and cannot now be per- 
mitted to escape the payment of what 
they agreed to pay because other 
parties made their contributions in 
cash at the time they were insured.**” 
In LYCOMING FIRE INSURANCE 

CO. V. COMMONWEALTH, 10 W. N. 
C. 228, it was said by Justice Gordon, 
p. 230; 

“It is not open to debate, but that a 
mutual company may rcceive wholly 
cash premiums without compromising 
its character for mutuality, providing 
always it continues to maintain the es- 
sential characteristics of associations 
of this kind.”, citing SCHIMPF V. 
INSURANCE CO., supra. 

Section 34 of the Act of 1876, P. L. 63, 
under which this corporation was incor- 
porated, provides: 

“Companies incorporated under this 
act, must be organized upon the joint 
stock or the mutual plan, and the 
power to insure upon both plans shall 
not exist in the same corporation ex- 
cept temporarily as provided in the 
preceding section of this act. 

In GIVEN V. RETTEW,, supra, which 
counsel for the liquidator attempts to dis- 
tinguish from DETTRA V. KESTNER, 
supra, it is held: 

“Where an insurance company, al- 
though organized upon the mutual 
plan, has the power to issue cash 
policies, the mere fact of membership 
does not necessarily imply the liability 
to assessment. 

“In such a case a person applying 
for insurance, who is given a policy 
which upon its face is for cash alone, 
is not bound by a by-law of which he 
has no notice, providing that every 
member should be liable ‘to pay his or 
her proportion of all losses and ex- 
penses at such time or times as the 
directors for the time being may re- 
quire, in proportion to the amount 
insured by such members.’ 


“While the member of a mutual 


insurance company is bound to in- 
form himself of the by-laws of the 
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company after he has become a mem- 
ber, and to govern his future conduct 
by them, he is not bound to make 
himself acquainted with the by-laws 
before he becomes a member, and if 
he makes a contract with the company 
which excludes them in any particu- 
lar in that particular they do not bind 
him.” 

This was an appeal from the judgment 
of the Court of Common Pleas of this 
county in an opinion written by Judge 
McPherson, which was affirmed by the 
Supreme Court in a per curiam. In this 
opinion Judge McPherson relied upon 
SUSQUEHANNA INSURANCE CO. 
V. PERRINE, 7 W. & S. 348, SCHIMPF 
V. INSURANCE CO., supra, and LY- 
COMING INS. CO. V. COMMON- 
WEALTH, supra, and quotes largely from 
these cases. He distinguishes the decisions 
relied upon by the several counsel for 
the liquidator, —4.. especially to 
MITCHELL. V. INS. CO., 51 Pa. 402, 
and _ V. INS. CO. 7. Pa. 422, 
sa 

mm “e * In the cases cited the point de- 

cided was that, after the insured had 

become a member, he was bound to 
learn the rules of the company, and to 
be governed by them as to his future 
conduct; ***. But this does not 
affect the present question, which has 
to do solely with the relations be- 
tween the company and an applicant 

for insurance before he becomes a 

member.”, quoting from INS. CO. V. 

PERRINE, supra. 


EFERRING to the ruling of the 

Supreme Court in INS. CO. V. PER- 
RINE, which held that as the insured was 
about to become a member the court would 
presume that he made himself acquainted 
with the company regulations, Judge Mc- 
Pherson states: 

“** This ruling may still be valid 
upon the precise point then involved; 
but it has several times been distin- 
quished, and as a general proposition 
can certainly not be sustained. The 
modern cases do not presume that the 
applicant knows what common experi- 
ence has taught us that he does not 
know, but they treat him as a stranger 
to the company until the contract is 
made and until membership is thus 
acquired. * * If he knows of the by- 
laws and accepts them as part of his 
contract—for example, if they are re- 
ferred to thercin—they bind him; but 
if he makes a contract which excludes 
them in any particular, in that particu- 
lar they do not bind him.” 

Judge McPherson distinguished the case 
of DETTRA V. KESTNER, supra, stat- 
ing that it was decided upon other grounds 
and did not conflict in the least with the 
conclusion just stated; that there the con- 
tracts were assessable, and were enforced 
in spite of certain fraudulent inducements 
held out by the company, the reason being 
that the rights of innocent third persons 
had intervened and required that the de- 
fense of fraud should be excluded and 
the contracts upheld; and here (as in the 
instant case) the contract is nonassessable, 
and the insured had already discharged 
every obligation which it paid upon him; 
and under such circumstances, not even 
an innocent third party can call upon him 
to do anything more. 

We have not commented upon the de- 
cisions other than DETTRA V. KEST- 
NER because we think the law is correctly 
stated in GIVEN V. RETTEW. Prior 
to this decision the attorney general had 
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labored under the same error; that under 
the Act of 1876 a mutual policy had to 
be an assessable policy, it could not be a 
cash nonassessable policy. But after the 
decision in GIVEN V. RETTEW the 
attorney general advised the Insurance 
Department that a mutual company was 
authorized to issue a cash premium policy 
as well as an assessment policy ; see opinion 
of Attorney General McCormick. 28th 
February 1895, REPORT OF THE AT- 
TORNEY GENERAL, 1895-1896, p. 47. 

FARMERS & BREEDERS MUTUAL 
INSURANCE CO. V. BECK, supra, 
reached the same conclusion. The opinion 
written by Mr. Justice Kephart, relies 
upon SCHIMPF & SON V. INSUR- 
ANCE CO., supra, LYCOMING INS. 
co. V. COMMONWEALTH, § supra, 
GIVEN V. RETTEW, supra, and con- 
cluded— 

“Where an insurance company is 
authorized to do business both on a 
cash and assessment basis, when one 
insures on a cash basis, he is not a 
member but simply an insured.” 

We are therefore of the opinion that 
the Rural Valley Mutual Fire Insurance 
Company was authorized by its charter 
and the decisions in interpretation of the 
Act of 1876 to insure on contracts of in- 
surance upon either the assessment or the 
“cash plan only.” 

We come next to consider whether 
sections 806 to 808 of the Insurance Com- 
pany Law of 1921 affects the Rural Valley 
on these policies. Section 806 purports to 
prohibit a mutual fire insurance company 
from issuing a nonassessable policy unless 
such company has a surplus “equal to un- 
earned premiums on the” nonassessable 
policies. 

In his brief (p.2) the liquidator claims 
that section 806 prohibits a domestic mu- 
tual from issuing a nonassessable policy 
unless it “has a surplus which is not less 
in amount than the capital required of 
domestic stock insurance companies trans- 
acting the same kind of business.” The 
section makes no such prohibition. 

Sections 807 and 808 apply to reserves 
and assessments which are not particularly 
important in this case, except to show the 
new requirements or restrictions imposed 
by the Act of 1921. We think it may be 
conceded that Rural Valley did not have 
any such surplus and if sections 806-808 
apply, as the liquidator and the banks 
contend, then these nonassessable policies 
were issued in violation of law. But as 
we have heretofore pointed out, said sec- 
tions were not intended to apply to any 
domestic mutual fire insurance company 
such as Rural Valley—see Section 103 
of the Insurance Company law to which 
reference has heretofore been made. We 
are clearly of opinion, therefore, that the 
Insurance Company Law of 1921 here- 
inbefore referred to, does not apply to 
nor govern the instant case. 


Both the liquidator and the banks take 
the position that the by-laws subject these 
policyholders at least to the extent of 100 
per cent. of the cash premium deposit. 
The cases they rely upon were decided 
prior to the Act of May 11th, 1881, P. L. 
20, which is carried into the Insurance 
Company Law of 1921 in section 318, 40 
p. s. section 441, which was enacted to 
correct the abuses which had crept up 
and was for the protection of policyhold- 
ers. This act provides in substance that 
when the constitution, by-laws, or other 
rules of any insurance company form a 
part of the policy contract or have “any 
bearing on said contract” then the policies 


_shall contain the provisions of the con- 


stitution, by-laws, etc., or shall have cor- 
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rect copies of them attached ; “and unless 
so attached and accompanying the policy, 
no such application, constitution, or by- 
laws or other rules shall be received. in 
evidence in any controversy between the 
parties to, or interested in, the policy, nor 
shal! (they) be considered a part of the 
policy or contract between them.” 

It is agreed that the by-laws were 
neither set forth in nor attached to the 
nonassessable policies. 

If it be contended that this statutory 
prohibition does not apply to the liquida- 
tor, the answer is: the liquidator is a 
“party to, or interested in, the policy” and 
by the plain language these by-laws cannot 
he either received in evidence or considered 
a part of the policy. The liquidator is 
hound by this act as well as the company. 
Tudge McPherson, in GIVEN V. RET- 
TEW.! supra, was clearly of the opinion 
that the rights of the liquidator could not 
rise any higher on this question than those 
of the companv. See also SUSQUE- 
HANNA MUTUAL FIRE _ INSUR- 
ANCE CO. V. OBERHOLTZER, 172, 
Pa. 233, where it was said by Mr. Justice 
Dean, p. 229: 

“Another error alleged is that a full 
copy of the by-laws relating to as- 
sessments was NOT attached to the 
contract or policy offered in evidence. 
As this suit was for five separate 
ASSESSMENTS, the act of assembly 
ABSOLUTELY required that any 
part of the by-laws AFFECTING 
defendant’s obligation to pay must 
accompany the contract.” 

After referring to the Act of 1881 and 
discussing its provisions and how the 
company was attempting to hase assess- 
ments on the faith of a part of the by-laws 
not contained in or attached to the policy, 
Mr. Tustice Dean concluded—see page 233: 

“There is no reason why this com- 
pany should not have printed the 
whole of the by-laws providing the 
hasis and method of assessment; in- 
stead, they drop one-third, and print 
but two-thirds, then produce the policy 
and by-laws in evidence. The penalty 
provided should have heen enforced, 
and the jurv have been instructed that 
plaintiff had proven no contract which 
entitled it to recover.” 

See also the opinion of Mr. Justice 
Sadler in SIPP V. PHILADELPHIA 
—, INSURANCE CO., 293 Pa. 292, 


ig it is clear that the provisions of 
the by-laws cannot be considered in this 
case and can in no wise affect the liability 
of the holders of these nonassessable poli- 
cies for an assessment. 


But even if they could be so considered 
as part of the policy the answer is the 
same. By-law XII provides that “assess- 
ment liability on policies may be limited 
in the contract of insurance either to the 
amount of the deposit, or to five times 
the amount of the deposit,” etc. In the 
nonassessable policv it was stipulated that 
the assessment liability was “limited to 
the deposit” and in consideration thereof, 
the holder waived all rights to participate 
in profits. In other words, his liability 
could not be increased beyond the cash 
premium deposit, nor was he entitled to 
any dividend or reduction in the premium 
deposit. 

eee 


N conclusion, we are of opinion that if 
the Insurance Company Law of 1921 
applies to Rural Valley, the liquidator 
illegally approved the banks’ claims in 


violation of section 809 of said act. Of 
the approximately $40,000 in claims ap- 
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proved and allowed by the liquidator which 
he asks the court to confirm, about $10,- 
500 represent loans made to Rural Valley 
by the banks who filed the briefs urging 
both the liquidator and the court to hold 
that the Insurance Company Law of 1921 
applies to Rural Valley and the nonassess- 
able policies were illegally issued. 

Now if the liquidator and the banks are 
correct then section 809 of the Insurance 
Company Law of 1921, 40 P. S. section 
919, also applies. Section 809 provides 
that any loan to a “mutual insurance com- 
pany, other than a mutual life company” 
by any director, officer, member “or any 
other person,” “shall NOT be a liability 
or a claim against the company or any 
of its assets, and shall be repaid ONLY 
out of the surplus earnings of such com- 
pany.” Consequently, if the Insurance 
Company Law of 1921 applies to Rural 
Valley, then these bank loans cannot be 
recognized as a “liability or a claim against 
the company or any of its assets.” These 
loans must be repaid only “out of the 
surplus earnings” and there are no surplus 
earnings. The liquidator, however, ap- 
proved these bank loans 100 per cent. And 
while the liquidator calls the court’s at- 
tention to sections 806-808 to inflict liability 
on about 2500 innocent policvholders, how 
can he justify his position that the very 
next section 809 does not apply when that 
section defeats the claims of the banks? 
The liquidator has taken the position that 
he represents both the policyholders and 
the creditors; a sort of an impartial 
governmental umpire. He _ should not, 
therefore, ignore section 809 of the In- 
surance Company Law. This section is 
important because of its application to 
these old domestic mutual fire insurance 
companies. 

In COM. EX. REL. V. SPRING 
GARDEN MUTUAL FIRE INS. CO. 
OF YORK, 305 Pa. 27, it was held: 

“Where a mutual fire insurance 
company has borrowed money from a 
bank on notes, the bank, after the 
failure of the company and the ap- 
pointment of a liquidator, is entitled 
to an order on the liquidator to levy 
an assessment on the members of the 
company without first proving for 
what purpose the money was used 
and what particular policies were af- 
fected thereby. 

“In such case when policyholders 
are called on to pay the assessment 
they are entitled to make any defense 
available; the parties liable may he 
difficult to determine, but such diffi- 
culties cannot preclude recovery.” 
From this opinion it clearly appears that 

the policies of Rural Valley subject to 
assessment can be assessed for the purpose 
of paying these bank loans: but if the 
liquidator’s contention is correct, then they 
are not liable to assessment for the reason 
that under section 809 of the Insurance 
Company Law these loans must be paid 
out of profits and surplus. We are of 
opinion, however, that the Insurance Law 
of 1921 does not apply to the instant case. 

We think this case cannot be decided 
on the question of sympathy for the credi- 
tors who are thus affected. As has well 
been said by Judge McPherson in GIVEN 
V. RETTEW, supra: 

“** Here, the contract is nonas- 
sessable, and the insured has already 
discharged every obligation which it 
lays upon him. Under such circum- 
stances, not even an innocent third 
party can call upon him to do any- 
thing more.” 

These creditors are in no better equi- 
table position than the depositors in de- 
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funct trust companies, yet when the court 
had to decide between the loss to such 
depositors and the assessability of the 
stockholders of such trust companies, the 
so-called equities of the depositor creditors 
could not be allowed to prevail over the 
legal rights of the stockholders: GOR- 
DON V. WINNEBERGER, 310 Pa. 362. 

We are of opinion, therefore, and so 
instruct the liquidator, that he cannot levy 
any assessment on the holders of non- 
assessable policies; that sections 806 to 
809 of the Insurance Company Law do 
not apply to these old domestic mutual 
fire insurance companies, and do not jus- 
tify the request for the additional 300 per 
cent. overhead. The petition of the liquida- 
tor to authorize assessments on all the 
policyholders of the Rural Valley com- 
pany must therefore be denied. 

And now, April 1, 1935, it is ordered, 
adjudged, and decreed: 

1. The Insurance Company Law of 1921 
cannot be construed to interfere with the 
charter provisions or operations of a 
domestic mutual fire insurance company 
organized in 1903. 

2. Bona Fide holders of nonassessable 
policies cannot be assessed in this liquida- 
tion, in violation of the express provisions 
of their policies; 

3. No assessment can be levied against 
such policyholders based on the by-laws 
which were neither contained in nor at- 
tached to said policies; 

4. The liquidator may assess. the 
holders of policies subject to assessment 
to pay the claims of loans to the bankers, 
but may not assess the nonassessable poli- 
cies for that purpose; 

5. Under the facts as we have them, 
it does not clearly appear that an assess- 
ment of $40,886.72 with 300 per cent. added 
to provide for collection and distribution 
expenses and uncollectible assessments is 
reasonable or necessary; 

6. The liquidator may present to the 
court an order for levying assessments on 
assessable policyholders of the Rural Val- 
ley Mutual Fire Insurance Company in 
compliance with our decision in the instant 
case; 

7. The costs of these proceedings are 
to be paid by the defendant. 


eee 
Life Insurance and Business 


(Continued from Page 14) 


taxes levied on policyholders through 
insurance companies should not be 
considered as a source of general 
revenue, but should be reduced to the 
total in each state which would ade- 
quately support the state’s depart- 
mental supervision, and a uniform 
principle of taxing the holders of in- 
surance should be adopted throughout 
the state. An original investigation 
of special state insurance taxes, li- 
censes and fees, made in 1922, has 
since been supplemented by yearly 
revised statements, the most recently 
published for 1933, showing that 
$81,376,000 was collected, of which 
5% was expended for supervision of 
insurance, the balance being paid into 
the general revenue funds of the 
state. The facts set forth in these 


yearly surveys have been given na- 
tional distribution through organiza- 
tion members and the public press. 


Much interest has been evidenced 
among legislators and other public 
officials in the annual surveys made 
by the Chamber. 

The National Chamber has carried 
on a program of insurance education 
with the hope that it will tend to bring 
about a more thorough understanding 
by its underlying membership of the 
services of life insurance, as well as 
the important part it plays in the de- 
velopment of business and community 
life. Factual bulletins have been is- 
sued and the response from business 
men and organizations in the Cham- 
ber’s membership throughout the 
country to this educational material 
indicates their interest. For example, 
a bulletin dealing with the subject of 
twisting of life insurance policies has 
had a distribution of more than 500,- 
000 copies. In addition, it has been 
reprinted in a number of insurance 
journals and company publications. 


Among other bulletins issued by 
the Department in the life insurance 
field are Group Life Insurance, Life 
Insurance for Business Men, and 
Supervision and Regulation of Insur- 
ance. 

ee @ 


T present more than 95% of our 
population is included in both 

the birth and death registration area 
while, a few years ago, but 75% was 
included in the birth registration and 
less than 90% in the registration area. 
The vital statistics situation aroused 
the interest of insurance to such an 
extent that several years ago the in- 
surance committee appointed a sub- 
committee on vital statistics to in- 
vestigate the subject. This group sub- 
mitted a report recommending that 
the National Chamber urge the fur- 
ther improvement of vital statistics. 
Subsequently a cooperative movement 
was launched to aid the federal gov- 
ernment, through the Bureau of the 
Census, to secure complete birth and 
death registration throughout the 
United States. The combined regis- 
tration efforts have been most suc- 
cessful. During the past ten years 
fourteen states have been admitted 
to the birth registration area and six 
to the death registration area, so that 
practically all the states and the Dis- 
trict of Columbia are now included in 
the birth and death registration areas. 
It is extremely doubtful whether 
the standards of sanitation, personal 
hygiene, methods for preventing acci- 
dents and loss of life, would have 
reached their present status without 
the impetus and assistance which in- 
surance has provided. The insurance 
companies of the nation represent tre- 
mendous reservoirs of experience ac- 

(Continued on Page 27) 
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“BUNK OF THE MONTH” 

















HE State of California holds the limelight of this column for the second con- 
tee time as we gently chide Percy F. Garnett of the Board of Fire Under- 
writers of the Pacific. Either Mr. Garnett knew better when he wrote his article 
on mutual and reciprocal insurance, in which case he has sold his principles down 
the river, or he owes the Pacific Board a refund on the salary he has been 
collecting. If this represents the stock plan for meeting mutual competition 


their cause is lost. 

















HE steady progress of the mu- 
tual fire insurance companies in 
California has evidently been very 
disturbing to stock company execu- 
tives in general and to Percy F. 
Garnett of the Board of Fire Under- 
writers of the Pacific in particular. 
After all, the fact that in 1934 the 
county mutuals had an increase in 
their business of 11%, and the ad- 
vance premium mutuals an increase 
of 48% while the stock company busi- 
ness went up only 4% must be 
aggravating to a stock company par- 
tisan. As official mouthpiece of the 
stock fire insurance companies on the 
Pacific Coast Mr. Garnett felt that 
what was needed was a good old 
fashioned blast against the mutual 
companies, based, as always, on the 
fact that the public has no means of 
checking the accuracy of the state- 
ments made and is inclined to accept 
misinformation and misinterpretation 
as truth when it appears in a respect- 
able paper. He therefore contributed 
an article to the special recovery edi- 
tion of the San Francisco Daily Com- 
mercial News which consists entirely 
of an attack upon mutual and reci- 
procal insurance organizations. The 
reciprocals are perfectly capable of 
defending themselves and no doubt 
will make suitable reply. For our 
own part we wish to challenge Mr. 
Garnett’s knowledge of mutual in- 
surance, his knowledge of fire insur- 
ance and his knowledge of insurance 
law. If, in making the statements 
contained in his article, he knew the 
actual facts we will withdraw the 
charge of ignorance and accuse him 
instead of a deliberate, malicious and 
thoroughly unprincipled attempt to 
mislead the public. 
eee 
ITHOUT specifically saying 
so, Mr. Garnett in his open- 
ing paragraphs conveys the impres- 
sion that mutual insurance companies 
are not as solvent and dependable as 
those with the added blessing of a 
paid in capital. It is a pretty theory, 


and it does seem reasonable to assume 
that capital actually paid in would 
furnish a more dependable backing 
than the promise to pay any neces- 
sary assessments given by the orig- 
inal mutual policyholders. It is too 
bad that the records of the insurance 
departments prove that the mutual 
companies have a survival record 
twice as good as that of the stock 
insurance carriers. Data compiled by 
the Journal of American Insurance 
from the official reports of the various 
states and other reliable sources re- 
veals that 4458 mutual insurance 
companies have been organized in the 
United States, of which number 2593 
are still in operation, a survival per- 
centage of 58.2%. There have been 
2238 stock companies organized, of 
which only 548, or 24.5% continue 
to survive. The only blot on the in- 
surance record during the depression 
years was placed there by the failure 
of many stock life and casualty com- 
panies, a number of which had hun- 
dreds of thousands of dollars in paid- 
in capital. The people of California 
have learned to their sorrow that 
paid-in capital does not “furnish 
adequate security to the policyholders 
in the event its operations are not 
successful.” Since 1929 sixteen stock 
fire and casualty companies entered 
in the state have failed and policy- 
holders have lost thousands of dollars 
in unearned premiums and unpaid 
losses. Since 1929 no mutual fire or 
casualty company doing business in 
California under “a concession of the 
law” has failed and not a dollar has 
been lost by any mutual policyholder. 

In view of the fact that mutual 
companies lack paid-in capital and 
in Mr. Garnett’s opinion are setting 
up inadequate reserves it may well 
be asked how they do it. The answer 
is to be found in the basic difference 
between stock and mutual insurance 
companies. A mutual company is 
organized by and operated for its 
policyholders. They own it, and its 
function is to provide them with in- 
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surance at the lowest cost consistent 
with adequate coverage and the de- 
velopment of a sound company. The 
losses of a mutual company are con- 
sistently lower than those of a stock 
company doing the same class of 
business because the mutual compan- 
ies are much more particular about 
who they will insure and the mutual 
companies have gone much farther 
than their competitors in loss preven- 
tion work with their policyholders. 
The mutual idea of insurance at cost 
appeals to the better class of risks, 
who feel that the rate charged the 
average discriminates against them. 
At the same time the mutual com- 
panies take much less of the pre- 
mium dollar for their expenses, due 
to more conservative and efficient 
management and a lower production 
cost. The inevitable result is that the 
advance premium companies have a 
substantial part of the premium left 
after paying their losses and ex- 
penses, even though they charge an 
initial rate no higher than the stock 
carriers. \lost of this is returned in 
the form of dividends and the re- 
mainder goes to build up the surplus 
of the company. Some mutuals, such 
as the county mutuals operating in 
the State of California, write bus- 
iness at a rate considerably below 
that of the stock companies, prefer- 
ring this practice to returning the 
unneeded part of the premium at 
the close of the policy period. 


HAT these are not unsubstanti- 

ated claims can be proved from 
an examination of the report of any 
insurance department that gives an 
analysis of disbursements by mutual 
and stock companies. In West Vir- 
ginia’ the legislature asked the insur- 
ance department to prepare a detailed 
report of the five year experience of 
the stock and mutual fire insurance 
companies. Submitted at the 1935 
session of the legislature, it showed 
that the stock fire insurance compan- 
ies spent almost 22c out of every 
premium dollar for commissions, 
while the mutual companies expended 
just over 9c. The total expense of 
the stock companies came to almost 
48c, while that of the mutual com- 
panies was almost 29c. The stock 
company losses were 55.7c, leaving 
them with an underwriting loss of 
3c for every dollar of premium writ- 
ten. The mutual losses were 29.8c 
leaving 41.7¢ for dividends to policy- 
holders and to strengthen surplus. 
In view of these figures is it any 
wonder that paid-in capital is no 
guarantee of the solvency of stock 
companies and that without paid-in 
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capital the mutual companies operate 
successfully. 

It should be understood that the 
majority of mutuals, excepting of 
course the local farmers mutuals 
operating on the purely assessment 
plan, of which there are none in 
California, are possessed of capital, 
in the form of surplus accounts above 
the usual unearned premiums and 
loss reserves. These surpluses are 
built up over a period of years 
through successful management and 
sound underwriting, and usually ex- 
ceed the minimum requirements of 
the statutes for stock companies. 
They show the superior character of 
the mutual company’s operations, for 
a paid-in capital proves nothing as to 
the ability of company manage- 
ment, whereas, on the other hand, a 
company starting from scratch with- 
out the benefit of paid-in funds, 
which through sheer good manage- 
ment builds up a substantial surplus 
while maintaining the same reserves 
demonstrates it is entitled to public 
confidence, 

eee 

© much for the comparative sol- 
S vency of stock and mutual insur- 
ance companies. Let us turn to some 
of Mr. Garnett’s other contentions. 
He accuses the mutual companies of 
setting up inadequate premium re- 
serves as a class because those mutual 
carriers who charge an original rate 
lower than that of the stock compan- 
ies set up their reserves on the rate 
they charge, rather than the stock 
company rate. The purpose of the 
unearned premium or reinsurance re- 
serve is to require an insurance com- 
pany to set up a liability on its balance 
sheet for the money of its policy- 
holders in its possession which it has 
not yet earned through the expiration 
of the insurance contracts for which 
the funds were paid. It is not in- 
tended to be a reserve for losses. 
When one of the stock fire insurance 
companies writes a policy at less than 
the established rate (which happens 
much oftener than you might think) 
it sets up its unearned premium re- 
serve on the basis of the premium 
received, not on the established rate. 
Last of all, we have pointed out that 
the losses and expenses of the mutual 
companies are lower than those of 
the stock companies, so that the actual 
amount paid for insurance is much 
less. A reserve based on this lower 
cost, as reflected in the lower mutual 
rate, is therefore fully as adequate 
as that of the stock company. 

Mr. Garnett’s borrowed explana- 
tion of the difference between stock 
and mutuals, that “the stock insur- 
ance companies have the money in 
the bank to pay losses, while the mu- 
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tual or reciprocal promises to collect it 
for you,” makes amusing reading in 
view of the fact that only a year ago 
the stock companies were holding up 
payment of loss claims for sixty days 
while the mutual companies paid 
promptly. Mr. Garnett knows that 
all of the advance premium mutuals 
have the money in the bank to pay 
their losses, and in a time of crisis, 
when the unusual happens, the mutual 
policyholders have on the whole fared 
better than those with stock insur- 
ance. 
eee 


Assessment Liability 


ITH all the cleverness of a 
magician producing rabbits 
from a silk. hat Mr. Garnett manages 
to produce the impression that mutual 
companies have no resources outside 
of their premium and their right to 
assess ; that assessments are frequent, 
devastating, limitless and absolutely 
irresistible in the courts, and that the 
mutual non-assessable policy is not 
only a logical contradiction but is ut- 
terly without legal foundation. In 
support of his position he quotes a 
number of old decisions involving 
assessment mutuals, a few cases in- 
volving reciprocals and at least one 
lower court decision which has since 
been reversed, a fact which he prob- 
ably knew very well. Perhaps the 
best way to handle the situation is to 
explain the assessment liability of a 
mutual policyholder in some detail. 
Mutual fire insurance companies 
exist for the purpose of providing 
protection against loss to their mem- 
bers at the lowest possible cost. The 
cost of insurance is the total of the 
losses paid and the expenses incurred 
in collecting premiums, paying losses, 
and administering the company. Al- 
though there is a possibility of wide 
fluctuation in the yearly amount of 
loss which will be suffered by those 
insured, both theory and practice are 
in agreement that such fluctuations 
become small when the business is 
widely spread, carefully underwrit- 
ten, and enough policies are issued 
to give the law of averages a chance 
to operate. 

Many mutual fire insurance com- 
panies, particularly those in the farm 
field, do not collect from their policy- 
holders in advance, but instead levy 
an assessment upon them at the close 
of the year for sufficient funds to 
pay the losses and expenses actually 
incurred. These are sometimes called 
assessment mutuals. Experience 
shows the amount of such assess- 
ments is remarkably constant year 
after year, and that the ultimate cost 
of insurance in these companies in 
one-fifth to one half of the stock rate. 


The advance premium mutuals charge 
a premium at the time the policy is 
written instead of assessing their 
members at the close of the year. 
The amount of such premium varies 
with the hazard of the risk insured, 
and, in the usual case, is substantially 
more than the estimated amount nec- 
essary for losses and expenses. If 
the actual experience is in accord with 
the calculations of the actuaries and 
underwriters, as it almost invariably 
is, the company may place part of 
the excess in its surplus, and return 
whatever remains to the policyholders 
in the form of a dividend. 
eee 

HERE is the possibility, though 

remote, that the premium col- 
lected may not be sufficient to pay 
the losses and expenses incurred, and 
unless other supplementary funds are 
available the company will not be 
able to meet its obligations. An es- 
tablished mutual in such case turns 
to its surplus, built up for that pur- 
pose in the normal years, to secure 
the funds that it needs. A new mu- 
tual, without any accumulated or 
contributed surplus, must turn to its 
policyholders, who in their contracts 
have undertaken a definite obligation 
to supply additional amounts up to 
a stated limit, usually one additional 
annual premium. The assessment 
liability in a mutual contract is 
therefore an emergency asset, to be 
called upon only after the premiums 
collected, plus the surplus, if any, 
have proved insufficient to pay the 
losses and expenses. It is apparent 
that as the surplus of the mutual com- 
pany grows the possibility of assess- 
ment diminishes, and, as a practical 
matter, finally vanishes altogether. 
This has been recognized by the legis- 
latures of many of the states, and 
their statutes providé that after a 
mutual company has a surplus of a 
stated amount it may issue a non- 
assessable contract. Such non-assess- 
able policies are being issued in in- 
creasing numbers by mutual fire com- 
panies whose surplus is far in excess 
of the amount required, and who 
therefore feel that they have no fur- 
ther need of assessment liability. This 
has been for years the position of 
the mutual life insurance companies, 
who also surrendered the right to 
assess after they found that it was 
never used. 

The obligations of the mutual poli- 
cyholder to the company are deter- 
mined by the contract of insurance 
in force between them. There is 
nothing in the essential nature of the 
transaction, or in the nature of a 
mutual insurance company, which 
demands that any obligation for ad- 
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ditional payments to the company be 
incurred by the mutual policyholder. 
It is entirely competent for a mutual 
insurance company, by its policy, to 
restrict or wholly to eliminate any 
assessment liability of the policy- 
holder, unless expressly forbidden by 
statute. This is the unanimous hold- 
ing of the courts, and the question 
has been considered often. 

There is no state where the statutes 
make it impossible for an advance 
premium mutual to place a limit up- 
on the assessment liability. 


Ae we have said, the courts have 
repeatedly passed on the right of 
a mutual company to issue a non- 
assessable contract, which carries 
with it, as a corollary, the right to 
limit contingent liability to a fraction 
or a multiple of the premium. Per- 
haps the most famous case is that of 
Union Ins. Co. v. Hoge, where in the 
Supreme Court of the United States 
it was held that a mutual company 
may issue a policy without any con- 
tingent liability, even though there 
was no statutory authority for such 
limitation. (Union Ins. Co. v. Hoge 
(1859) 21 How. (62 U.S.) 35.) This 
is only one of a long list of cases 
holding that any contingent liability 
of a mutual policyholder to assess 
aiter they found that it was never 
used. 

The positive stand of the courts 
is well illustrated in Beaver State 
Merchants Tire Insurance Associa- 
tion v. Smith, where it was said: 

“The liability of defendant depends up- 
on the construction of the policy, which 
contains the constitution and by-laws of 
the plaintiff association * * *. The liabil- 
ity to pay an assessment is a matter of 
contract.” 97 Ore. 585. 
and in Williams, Receiver v. Lakey: 

“The court cannot alter a man’s con- 
tract, or make him pay more or sooner 
than he had agreed to do, or any different 
manner. The fact of the insolvency of the 
corporation, in short, cannot vary the con- 
tract of a member of a mutual insurance 
company. This liability is fixed by his 
contract.” 15 How Pr. 200. 

We have now reviewed the place of 
contingent liability as an emergency 
asset for mutual insurance companies, 
and the right of a company to limit, 
or abolish, such liability in its con- 
tracts. It might be assumed by a 
reader of Mr. Garnett’s article that 
assessments by advance premium 
mutuals are of regular occurrence. 
Nothing could be further from the 
truth. Assessments by a well estab- 
lished advance premium mutual! are 
about as common as specimens of 
the great auk. There are instances in 
the past, as after the Boston fire of 
1872, when the contingent liability 
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of the mutual policyholders was used 
and made it possible to pay all claims 
in full while competing stock com- 
panies were unable to meet their 
policy obligations, but they are with- 
out many modern parallels. The Cal- 
ifornia county mutuals have distin- 
guished themselves by the remarkable 
standardization of assessments they 
have achieved, and special assess- 
ments have been very rare. The 
depression years of 1930, 1931, 1932 
and 1933 put all insurance to the acid 
test, yet assessments on mutual poli- 
cyholders were conspicuous by their 
absence, 

In view of this discussion little 
more need be said about the various 
points against it which Mr. Garnett 
attempts to make. Of course the 
policyholders in an assessment mutual 
are liable for assessments, for funds 
collected in that way take the place 
of premiums. The policyholders in 
an advance premium mutual are only 
liable for assessments to the extent 
and under the conditions outlined in 
their policies. The holders of non- 
assessable policies are not liable for 
any additional payments, but as to 
this feature, are in the same position 
as policyholders of a stock company. 

Qn the basis of some Texas cases 
involving reciprocals Mr. Garnett 
attempts to argue that the limitation 
of assessment liability is not effective. 
There is no case so holding and the 
decided cases all support the contrary 
view. The latest decision, handed 
down in Pennsylvania only a few 
weeks ago, in the case of the Rural 
Valley Mutual Fire Insurance Com- 
pany upholds the non-assessable poli- 
cy completely. 

It is amazing that Mr. Garnett 
should quote the decision of the Cir- 
cuit Court of Multnomah County, 
Oregon in Northwestern Mutual Fire 
\ssociation vs. Barber, since he must 
know that this lower court decision 
was rendered valueless by a decision 
of the Supreme Court of Oregon 
which reached an entirely opposite 
conclusion. 

More in sorrow than in anger we 
must point out that after the San 
l‘rancisco fire the stock companies 
proceeded to levy an assessment on 
their policyholders through rate in- 
creases which were intended to allow 
the companies to recoup for the losses 
which they had sustained. An in- 
crease of approximately one third in 
premiums may not be called an as- 
sessment, but the reality is there. 

The cause of the stock companies 
in California must be in serious diffi- 
culties when they must resort to such 
desperate efforts as this to stop the 
swing of business to the mutuals. 
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Life Insurance and Business 
(Continued from Page 24) 
cumulated through years of exper- 

ience and investigation. 

In an effort to further the interest 
of commercial organizations in health 
work, the Insurance Department of 
the Chamber, about five years ago, 
entered upon a cooperative program 
that had for its goal the enlistment 
of every member organization in a 
constructive health campaign. Since 
that time a number of health bulletins, 
treating of the economic aspects of 
public health, and suggesting specific 
activities designed to lend themselves 
readily to the uses of chambers of 
commerce, have been issued, In ad- 
dition, the Department at all times 
has endeavored to stimulate the for- 
mation among member organizations 
of health committees, having an ac- 
tive interest in the public welfare of 
their communities. 

Likewise, upon request of organ- 
izations or individuals, information 
has been furnished upon health ques- 
tions referred to the Chamber. 

In conclusion, the contributions of 
life insurance to public health through 
its continued fight against premature 
death and preventable disease com- 
prise a field of service that includes 
the nation as a whole. The support 
extended by investments also works 
in behalf of the entire population. It 
is then seen that while serving policy- 
holders primarily and pre-eminently, 
the beneficial influence of the life in- 
surance institution is carried into 
every community and every home. 
Life insurance has attained an en- 
viable position in the national business 
structure. It has solved and is assist- 
ing in solving many of the problems 
of industry. Moreover, I firmly be- 
lieve that the future will look to it 
for even greater aid than the past and 
the present. 

ee @ 


Marine Fire Prevention 
(Continued from Page 10) 

This construction, to confine a fire, 
will be supplemented with automatic 
alarm, one in every stateroom, in the 
corridors, sleeping places for officers 
and crew. This automatic alarm will 
be registered in a central station lo- 
cated in or near the chart room with 
someone there constantly on duty 
whether the ship be at sea or in port 
and in addition will register in the 
subdivision in which the fire starts. 
ight inch alarm gongs will be rung 
so that should a fire start anywhere 
in the passenger accommodations all 
the passengers in that compartnient 
should be promptly aware of it. 
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In addition to the automatic fire 
alarm systems in the passenger and 
crew quarters, there will be automatic 
fire detecting and alarm systems 
throughout the entire ship which will 
automatically register in the central 
control room and possibly elsewhere 
where it can be most quickly observed 
by the officers of the crew—the pres- 
ence or indication of fire in any part 
of the ship. 
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HERE now remains the problem 

of promptly extinguishing a fire 
once its presence is known, and this 
problem is receiving most careful 
consideration. Different types of fires 
are best extinguished by different 
methods. A fire in one of the lower 
holds which is not accessible can best 
be extinguished by carbon dioxide or 
steam. These cannot be used as ex- 
tinguishing agents in the passenger 
accommodations or crew spaces. 
Fires in the engine room and _ boiler 
room can best be handled by foan, 
carbon dioxide or mulsifiers. In the 
passenger accommodations the best 
protection is furnished by automatic 
sprinklers, hand extinguishers and 
fire hose. The law requires that fire 
hose must be so placed that “the serv- 
ice pipes shall permit of two power- 
ful jets of water being simultaneously 
directed on any given part of a deck 
occupied by passengers and crew” 
when watertight and fire resistant 
doors are closed. 

We will thus have ships of fire re- 
sistant materials with automatic 
alarms and fire extinguishing ap- 
paratus, and we now come to the 
most important part of all, and that 
is the personnel of the ship. The pro- 
posed recommendations suggest a cen- 
tral fire station located probably near 
the chart room with someone on duty 
twenty-four hours a day, where all 
the alarm signals will be immediately 
noted, and immediate steps can be 
taken to extinguish the fire. In ad- 
lition to the alarm systems, at night 

from 10 P, M. to 6 A. M.—there 

ill be a fire patrol with regular sta- 
tions so there will be someone around 
the public rooms and through all the 
stairways and corridors to detect any 
Some of the steam- 


1 
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utbreak of fire. 

ship lines are now employing firemen 
from the citv fire department, at 
f whom will be on duty at 

all times and as soon as a fire is re- 
ported will immediately proceed to 
the scene of the fire and direct the 
crew. Some one should be assigned 
to every piece of apparatus, fire ex- 
tinguisher or hose and should be in- 
structed thoroughly in its proper 
handling so that there will be no 
delay in promptly and efficiently get- 


st one 
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ting after a fire. The record of fires 
on passenger steamers shows that 
they are either extinguished in their 
incipient stage or the ship is apt to 
become a total loss. Therefore, too 
much emphasis cannot be put on the 
personnel. The officers who are in 
charge must be thoroughly familiar 
with their duties and be able to calmly 
direct operations and the men must 
be thoroughly drilled in carrying out 
these directions. The duties are two 
fold, one attacking and extinguishing 
the fire and second, handling the pas- 
sengers, preventing panic and pre- 
serving order. 

Many laws affecting the Merchant 
Marine have been introduced at this 
session of Congress and are being 
considered now by the committee on 
the Merchant Marine. It is to be 
hoped that under the new laws, our 
citizens can go to sea realizing that 
they are on a safe ship in competent 
hands, capable of bringing them 
through any emergency that may arise 
on the voyage. 


Inland Marine Insurance 


(Continued from Page 18) 


your part, individually and_ collec- 
tively, towards the preservation of the 
last frontier, the last source of broad- 
gauge underwriting, keeping step 
with the changing developments of 
our mercantile and industrial life. I 
urge you to use the inland marine 
market wisely and fairly and not to 
abuse it. The wise use of it will 
strengthen it; the abuse of it will 
hasten its shackling. I commend to 
you the unutilized possibilities of in- 
land marine insurance. 


Wade Joins Michigan Mutual 


RALPH M. WADE, SECOND DEPUTY 
COMMISSIONER OF THE MICHIGAN 
Department for eleven years, has re- 
signed and about May Ist will assume 
new duties as Comptroller of the 
Michigan Mutual Liability of De- 
troit. 

Mr. Wade was with the Agricul- 
tural Life of Bay City for three years 
before coming with the Department. 
His early department experience in- 
cluded heading the licensing division 
and serving as assistant actuary. Af- 
ter his appointment as Deputy by the 
late L. T. Hands, then Commissioner, 
he handled a wide variety of super- 
visory work and also participated in 
a number of examinations, many of a 
conference nature. His competency 
in the position was attested by his 
successive reappointments by succeed- 
ing commissioners. 


Rating Bill in Illinois 

THE ILLINOIS INSURANCE DEPART- 
MENT HAS NOW INTRODUCED THE 
Fire and Casualty Rating Bill, which 
contains the rating sections removed 
from the proposed Illinois Insurance 
Code. When the rating sections were 
attacked at some of the early hearings 
on the Code, it was decided to with- 
draw them from it and present a sep- 
arate rating bill. This has now been 
done and the new bill provides rate 
regulation for automobile, compensa- 
tion, fire, windstorm and hail insur- 
ance. 

ee @ 


Infringement of Company Names 
(Continued from Page 11) 

name of a company, first adopted and 
used in transactions extending into 
many states, denied protection in in- 
ter-state commerce. In contradistinc- 
tion to intangible “ether,” we have an 
insurance policy—capable of being 
possessed ; real; substantial. 

The following quoted words of the 
liberal-minded, loyal-hearted late Jus- 
tice Oliver Wendell Holmes, should 
give much encouragement toward ac- 
complishing that which is claiming 
attention of many legally trained 
minds, namely, full adequate and 
complete protection of the names of 
insurance companies engaged, it is 
maintained, in inter-state commerce: 

The very considerations which 
judges most rarely mention and al- 
ways with an apology, are the secret 
roots from which the law draws all 
the juices of life. I mean, of course, 
considerations of what is expedient for 
the community concerned. 

It is believed that, when the sub- 
jects-matter are fully grasped and 
understood by our higher courts, 
there will be a changed attitude and 
a broadening of the definition of in- 
ter-state commerce. Recently, a bril- 
liant general counsellor of a forward- 
looking life insurance company ar- 
gued, in effect, that, if a lottery ticket 
( forbidden by the police laws of most 
of our states and also interdicted by 
the Federal government from trans- 
mission in the United States mails) 
promising to pay only upon the re- 
mote contingency of a_ successful 
drawing can be an article of com- 
merce, then a contract of insurance, 
bearing the trade-name of an insur- 
ance company, transmitted from one 
state to another, must be entitled to 
protection under the commerce clause 
of the constitution. When it is clearly 
borne in mind that the insurance con- 
tract promises to pay upon a contin- 
gency which is bound to happen, there 
is stronger reason for maintaining 
that the insurance contract, combined 
with the company’s trade-name, is a 
subject of commerce. 
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An APPRAISAL 
OF INSURANCE SERVICE 


In order to make an honest and accurate appraisal of 
Insurance Service, it is essential that actual accom- 
plishments be dealt with, rather than present a barrage 
of theories and conjectures. Records of outstanding 
accomplishments are far more reassuring than promises 


of what might be done. 


A Record of accomplishments that includes an envi- 
able, national reputation for prompt adjustment: of 
losses . . financial stability . . and dividends of over 
52 Million Dollars returned to policyholders is a record 


worthy of the confidence of business men everywhere. 














FEDERAL HARDWARE & IMPLEMENT MUTUALS 


HARDWARE MUTUAL FIRE INSURANCE COMPANY OF MINNESOTA, MINNEAPOLIS, MINNESOTA 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY STEVENS POINT, WISCONSIN 2 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY OWATONNA, MINNESOTA 
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MEETING THE TEST 
of the trying years 




















On December 31, 1929 the Lum- actual market values are well in 
bermens Mutual Casualty Com- i lscteneimmnnameel excess of statement values. A con- 
pany reported gains in insurance 0 ee servative underwriting policy has 
written, in assets and in surplus ele ee neem been pursued. Risks have been 
for the seventeenth consecutive (ae ae RRS carefully selected and engineering 
year. Now, after five of the most | efforts redoubled to make these 
difficult years American business good risks better. 

has ever faced, the company re- wwe Sevonrd ome gusenegenston Dorey ori, ig the story hehiad the fe: 
ports its twenty-second consecutive : ie 


ures—-a story of basic operating 





annual increase in all departments 














- : | standards. And to our policyhold- 
of its business. 1929 | es nif g 
ae a mR ers who have seen the benefit of 
During this period premium in- (IE these principles in the security of 
come of the company has increased RATT. their protection, in efficient serv- 
si a: ra ‘ane nine (ee ee an RN ; : as . 
from $12.162.720.59 on December ice and in dividend savings. we 
wlttcce 734 | —-«, ‘ 
31, 1929 to $18,307,575.46 on De- have one pledge to make . . . that 
cember 31, 1934, a gain of $6,144,- these principles which have sue- 
o = * '. Premium inco-ne inersasecd from 812.162,720.59 i i 
854.87. Assets have increased from in 1929 to $18,307.575.16 in 1934 cessfully carried the Lumbermens 
$11.638.980.54 to $19,545.750.11, a Mutual Casualty Company through 
gain of $7,906,769.57. The net surplus today of $2.- good years and bad will continue to guide it into the 
934,504.10 is $706,619.88 greater than it was _ five uncharted future. 


years ago, 


But the complete story of the company’s progress is 
not written in those figures. Invested assets have been 
kept in highly liquid securities. The maximum de- 
preciation of the “L-M-C™ list of investments at the 


lowest point in the depression was 7.61%. Today. 
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LUMBERMENS MUTUAL CASUALTY COMPANY 
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ORGANIZED ORIGINALLY FOR LUMBERMEN AND NOW ACCEPTING GOOD RISKS IN ALL CLASSES OF BUSINESS 








